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Annex 1

A List of Documents Made Public
in connection with the Listing since our last submission on August 24, 2007:

Announcement of Unusual Price and Trading Movements by China Shipping
Container Lines Company Limited, released on August 30, 2007.

Interim Report 2007 of China Shipping Container Lines Company Limited, released
on August 30, 2007.

Circulars of Major Transaction of Acquisition of Vessels by China Shipping Lines
Company Limited, released on August 30, 2007,

Announcement of Unusual Price and Trading Volume Movements by China
Shipping Container Lines Company Limited, released on August 31, 2007.




WEERBFEAROGBER QT
China Shipping Container Lines Company Limited”

(A joint stock limited company incorporated in the People's Republic of China with limired liabiliry)

(Stock Code: 2866)
Unusual Price And Trading Volume Movements

This statement is made at the request of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). We have noted today’s increases in the price and trading volume of the shares of
China Shipping Container Lines Company Limited (the “Company™).

Save as disclosed in the Company’s: (a) announcement dated 8 August 2007 regarding the acquisition
of vessels by the Company from Samsung Heavy Industries Co., Ltd.; and (b) announcement dated
9 August 2007 and circular dated 15 August 2007 regarding, among other things, the Company’s
proposed A share issue and proposed bonus issue, we are not aware of any other reasons for such
increases. we confirm that there are no other negotiations or agreements relating to intended
acquisitions or realizations which are discloseable under Rule 13.23 of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules’) and we are also not aware of any
other matter discloseable under the general obligation imposed by Rule 13.09 of the Listing Rules,
which is or may be of a price-sensitive nature.

Further announcement(s) will be made and/or circular(s) will be issued, if necessary, pursuant to
the Listing Rules.

Made by the order of the Company, the board of directors of which (the “Board”) individually and
jointly accept responsibility for the accuracy of this statement.

By order of the Board of
China Shipping Container Lines Company Limited
Ye Yumang
Company Secretary

Shanghai, the People’s Republic of China
30 August 2007

The Board as at the date of this announcement comprises of Mr. Li Shaode, Mr. Zhang Guofa, Mr.
Huang Xiaowen and Mr. Zhao Hongzhou, being executive Directors, Mr. Ma Zehua, Mr. Zhang
Jianhua, Mr. Wang Daxiong, Mr. Yao Zuozhi and Mr. Xu Hui, being non-executive Directors, and
Mr. Hu Hanxiang, Mr. Jim Poon (also known as Pan Zhanyuan), Mr. Wang Zongxi and Mr. Shen
Kangchen, being independent non-executive Directors.

* The Company is registered as an oversea company under Part XI of the Companies Ordinance (Chapter 32 of the
Laws of Hong Kong) under its Chinese name and the English name “China Shipping Container Lines Company
Limited”.
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RESULTS AND BUSINESS HIGHLIGHTS

Results for the six months ended 30 June 2007

1H2007 1H2006 Change
(RMB) (RMB)

Turnover 17,379,318,000 13,973,202,000 24.4%

Operating profit 1,586,367,000 413,748,000 283.4%
Profit attributable to equity holders of

the Company 1,155,110,000 81,194,000 1,322.7%

Basic earnings per share 0.19 0.01 1,322.7%

Gross profit margin 10.2% 4.3% 5.9%

Gearing ratio 37.2% 49.0% -11.8%

Business highlights

s  Shipping volume of the Group reached 3,328,459TEU in the first half of year 2007, representing an
increase of 25.8% over that of the same period in 2006.

e QOperating capacity of the Group reached 427,107TEU as at 30 June 2007, representing a net increase of
28,133TEU when compared with that as at the end of 2006.

¢ Due to the implementation of various cost control measures, the Group was able to contain its operating
cost effectively, cost per TEU was thus reduced by 7.0% to RMB4,652.5 as compared with that of the
same period in 2006.

e In view of the thriving PRC capital market, the Group intends to raise funds via the A-share market in the
PRC in the second half of 2007 for the construction of container vessels, purchase of assets related to
container transportation business, strengthening of the Company’s working capital base as well as repayment
of bank loans, which will open a new page in the Group's development.

¢ At a Board meeting held on 8 August 2007, the Directors proposed that part of the Group's distributable
profits as at 30 June 2007, amounting to RMB3,316,500,000, be distributed as bonus shares each at par
value to existing shareholders on the basis of 5.5 bonus shares for every 10 existing shares owned by such
shareholders, and also proposed that the shareholders at general meeting authorise the Board to specifically
implement the relevant details of such distribution. The remaining distributable profits as at 30 june 2007
will be distributed in the form of cash dividend, the detailed amount and distribution method of which
shall be formulated and implemented by the Board as authorized by shareholders at general meeting.
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MANAGEMENT DISCUSSION AND ANALYSIS

The board (the "Board”) of directors (the “Directors”) of China Shipping Container Lines Company Limited (ihe
“Company”) is pleased to present the unaudited consolidated interim results of the Company and its subsidiaries
(the “Group”) for the six months ended 30 June 2007 (the “Period”), which have been reviewed by the audit
committee of the Company and, our auditor, PricewaterhouseCoopers.

During the Period, the Group recorded a turnover of RMB17,379,318,000, representing an increase of 24.4% over
that of the same period in 2006. Profit attributable to equity holders of the Company for the Period amounted to
RMB1,155,110,000, which represents an increase of 1,322.7% as compared with the same period last year. Basic
earnings per share amounted to RMBO0.19, representing an increase of 1,322.7% as compared with the same period
in 2006.

Operating environment

In 2007, the world econemy and world trade followed the growth trend of 2006. It is forecasted by the International
Monetary Fund (IMF} that the growth rate of the global economy and world trade will reach approximately 5.2%
and 7.1% respectively in 2007, while the PRC economy will maintain favourable growth.

The total amount of imports and exports in the PRC for the first half of 2007 amounted to US$980.9 billion,
achieving an increase of 23.3% compared with the same period last year. There is stable growth in foreign trade
development in the PRC and its trade surplus continues to enlarge. On the other hand, there has been no
substantial change in the distribution of global manufacturing, thereby providing a favorable operating environment
for container transporiation.

The growth rate of global shipping capacity is estimated to be at around 15.0% in 2007. However, various factors
offset the actual growth, such as:

the trade imbalance between East and West;

Il.  the widely applied economical speed and increased number of long trade routes, thus slowing down the
capacity cycle;

. saturation of port and inland facilities; and

IV. emerging new markets, which absorb most of the new additional shipping capacity.

Therefore, the growth of shipping capacity and the growth in market demand are generally balanced.

In 2007, the global container transportation market remained relatively dynamic. From January to June in the PRC
container shipping market, the ¢ontainer throughput in large scale ports {i.e. container throughput per year over
1,000,000TEU) reached 52.53 million TEU, achieving an increase of about 24.1% as compared with the same

period fast year, amongst which, the container throughputs in the coastal ports and river ports increased by 23.7%
and 30.4% respectively {information source: PRC Ministry of Communications).
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Performance analysis

For the Period, the Group recorded a turnover of RMB17,379,318,000, representing an increase of RMB3,406,116,000
or 24.4 % over that of the same period in 2006. Profit attributable to eguity holders of the Company in the Period
amounted to RMB1,155,110,000, representing an increase of RMB1,073,316,000 or 1,322.7% as compared with
the same period last year. During the Period, basic earnings per share amounted to RMB0.19, representing an
increase of RMBO.18 or 1,322.7% as compared with the same period last year.

Analysis of loaded container volume by trade lanes

Principal Market 1H2007 1H2006 Change
(TEU) (TEU)
Pacific Ocean 771,330 670,558 15.0%
Asia/Europe 716,308 680,530 5.3%
Asia Pacific 627,868 432,623 45 1%
China domestic 1,109,773 811,649 36.7%
Others 103,180 50,008 106.3%
Total 3,328,459 2,645,368 25.8%

Operational revenue by trade lanes

Principal Market 1H2007 1H2006 Change
(TEU) (TEW)
Pacific Ocean 6,807,831 6,395,445 6.4%
Asia/Europe 5,394,245 4,134,834 30.5%
Asia Pacific 2,387,675 1,624,981 46.9%
China domestic 1,885,425 982,128 92.0%
Others 904,142 835,813 8.2%
Total 17,379,318 13,973,202 24.4%

Starting from the second half of last year, the Group changed its operational concept, adjusted its operating
strategy and implemented fine management and such measures have after thorough implementation, gradually
started to reap positive results. Significant improvement was seen in our results for the Period as compared with the
same period last year which was largely due to the following reasons:

[, In the first half of 2007, in centinuation of the recovery trend in the second half of 2006, the freight rates for
the Group’s international trade routes, represented by the Far East/Europe trade route, have successively
strengthened and achieved stable and strong growth, whilst domestic costal trade routes have gained swifter
and greater growth.
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Il.  The Group has captured the opportunities which have emerged from regional markets in a timely manner to
expand its services through container resource allocation, addition of new trade routes and optimization of
existing trade routes, etc.. By doing so, it also enabled the Group to focus on those trade routes with greater
profitability, thus enhancing the profit margin of the Group’s trade routes.

lIl.  During the Period, the Group was delivered a total of three vessels each with a capacity of 9600TEU, further
strengthening its fleet structure. To date, the total shipping capacity of the Group has reached 427,107TEU,
among which large container vessels with capacity of 4000TEU account for more than 80% of its total
shipping capacity. By adding these modernized large container vessels, the unit operating cost per TEU is
effectively lowered and the Group is able to provide better services to its customers.

IV. During the Period, to satisfy the requirement of “sales network and integrative services”, the Group formed a
beneficial cargo owner service team to provide standardised and integrated services for its global beneficial
cargo owners. In the meantime, the Group has made progress in identifying source of goods, high net worth
customers and long-term customers etc., especially on Tran-Pacific trade routes and domestic trade routes.

V. The Group further promoted fine management and detailed cost control measures. For container management,
the Group has enhanced container turnaround, revitalized reefer container resources and effectively contained
average handling cost per TEU. For port charges and stevedore charges, cost was restricted to a certain range
by minimizing port calls of certain trade routes and reinforcing business bargaining power etc.. Besides, by
locking in fuel prices and navigating at economical speed, the Group’s pressure from increasing fuel prices was
greatly reduced. For transshipment, transshipment cost was reduced by cutting the number of transshipment
ports and rationalizing the distribution of sub-routes etc.

Moreover, the Group was able to enhance its profit by thorough development of the shipping market along the
Yangtze River, expanding sea-rail combined transportation, increasing investment in emerging markets such as
Vietnam to broaden its services and capture more business opportunities.

Cost analysis

tn the Period, the Group's operating costs have increased by a certain extent as compared with the same pericd last
year. The total operating costs for the Period were RMB15,608,795,000, representing an increase of about 16.7%
as compared with the same period last year. This is mainly due to the deployment of new shipping capacity by the
Group (i.e. the new vessels and time chartered vessels successively delivered and put into operation brought an
increase of shipping capacity by about 15.0% as compared with the same period last year} and due to an increase
in fuel costs. However, due to the Group’s successive implementation of various cost control measures, cost per
TEU was thus reduced by 7.0% to RMB4,652.5 as compared with that of the same period in 2006.

In the Period, fuel prices have slightly dropped as compared with the same period of last year, but due to the
deployment of new vessels into operation and the increase in shipping volume, the Group's fuel costs increased by
about RMB426,477,000. However, the Group continued to take measures, including locking in a portion of fuel
prices, precisely controlling fuel inventory, selecting refueling ports and suppliers with relatively lower fuel prices
and requiring our ships to navigate at economical speed while meeting schedules, etc., to control fuel costs and
fuel consumption.
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Container management costs increased by 37.9% as compared with the same period last year, as a result of an
increase of 15.0% in the number of containers and an increase of 21.0% in acquisition price of new additional
containers as compared with the same period last year.

Port charges and stevedore charges increased by 2.0% as compared with the same period last year as a result of
the increase in the Company’s shipping volume by 25.8% as compared with the same period last year (among
which, shipping volume of foreign trade lanes increased by 21.0% as compared with the same period last year).
However, calculated on an average cost per TEU basis, such charges decreased by 18.9% as compared with the
same period last year.

The Group's fixed costs increased by 8.3% as compared with the same period last year, which is below the increase
in shipping capacity.

Future plans and prospects

From the second half of 2007, the world economy is expected to follow the fast growing trend of the first half of
this year. The PRC, as a warld manufacturing centre as well as one of the driving sources of the world economy, is
expected to continue growing fast, which will provide a favorable market and operating environment for container
transportation.

The secand half of the year is the traditional peak season of the shipping industry with ail lanes entering their
busiest period in the year. However, liner shipping companies will still be expected to face pressure from rising fuel
prices and inland transportation cost etc.. Therefore, cost control will continue to be our main focus in the future.

Since it was established ten years ago, the Group has been adhering to the principle of “seizing every opportunity
to achieve rapid development” and growing fast in the shipping industry. Today, the Group has positioned itself on
a new starting point to achieve further rapid development. Looking into the {future, the Group will focus on the
following aspects:

[, The Group will continue to reinforce and expand its fleet, The Group will order 8 large container vessels, each
with a capacity of 13,296TEU, to further improve its fleet structure and medernize and expand its fleet size so
as to become a first-rate liner shipping company.

il.  The Group will continue to optimize overall arrangement of trade lanes, enhance cooperation with other liner
shipping companies and strategically increase investment in the east coast of the Mediterranean Sea, the Red
Sea, East Africa and the west coast of South America etc.. The Group will also increase its trade route coverage
and frequency to provide better service to its customers and meet customers’ requests.

. The Group will continue to maintain its domestic quality trade lanes, which have achieved outstanding
performance since their launch in the second half of 2006. In the future, the Group will continue to enhance
investment in the domestic market so as to foster its leading position therein.

V. The Group has also set higher standard for all trade lanes, including changing supply configuration of cargo,
soliciting quality clients and increasing the proportion of long-term clients etc.. With the implementation of
such measures, in future, the Group will endeavour to perform well in stabilizing revenue, increasing profits
and saving costs of trade lanes etc.
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V. In view of the thriving PRC capital market, the Group intends to raise funds via the A-share market in the PRC
in the second half of 2007 for the construction of container vessels, purchase of assets related to coniainer
transportation business, strengthening of the Company's working capital base as well as repayment of bank
loans, which will open a new page in the Group’s development.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The Group's principal source of liquidity is cash flow from operations. The Group’s cash has mainly been used as
operating costs, loan repayments and used in construction of new vessels and containers. For the Period, the Group
generated a net operating cash inflow of RMB1,622,135,000 and the Group had a cash balance of RMB3,866,026,000
as at 30 June 2007.

As at 30 June 2007, the Group’s total bank loans were RMB5,248,761,000. The maturity profile ts spread over a
period between 2007 and 2018, with RMB913,491,000 being payable within one year, RMB1,103,211,000 within
the second year, RMB2,633,232,000 within the third to fifth year, and RMB598,827,000 after the fifth year. The
Group’s long-term bank loans are mainly used to fund the purchase of new vessels.

As at 30 June 2007, several containers, container vessels and vessels under construction vailued in an aggregate
amount of RMB7,000,403,000 (as at 31 December 2006: RMB7,009,915,000) have been pledged against lang term
bank lcans of the Group.

As at 30 June 2007, the Group's 10-year bond payables were RMB1.8 billion, all proceeds were used in the
construction of new vessels. The bond was guaranteed by the Bank of China, Shanghai branch.

As at 30 June 2007, the Group’s obligations under finance leases amount to RMB3,275,478,000, with the maturity
profile ranging from 2007 to 2015. The amount repayable within one year is RMB492,048,000, the amount
repayable within the second year is RMB520,965,000, the amount repayable within the third to fifth year is
RMB1,503,420,000 and the amount repayable after the fifth year is RMB759,045,000. All finance lease obligations
are arranged for the lease of new containers.

Prior to 1 January 2007, the Group entered intc certain long-term container lease agreements with its fellow
subsidiaries. The transactions under such agreements shall constitute financial leases. In 2067, the Group entered
into supplementary agreements with its fellow subsidiaries, under which the long-term leases under the original
container lease agreements were amended to one-year short-term leases. Accordingly, the net assets of the containers
under the said finance leases and liabilities in relation to the said lease agreements, amounting to RMB830,301,000
and RMB957,684,000 respectively, were confirmed to be terminated on 1 lanuary 2007, and the resultant earnings
amounting to RMB127,383,000 have been generated and recorded in the accounts in the Period.

As at 30 June 2007, the gearing ratio of the Group {i.e. the ratio of net debt over equity holders’ equity) was
37.2%, which is lower than the rate of 46.0% as at 31 December 2006,

As at 30 June 2007, the Group had RMB loans in the amount of RMB2,883,940,000, with annual interest rate
ranging from 5.4% to 6.1%, and USD loans in the amount of USD309,240,000 (equivalent to approximately
RMB2,364,821,000), with annual interest rate ranging from 4.9% to 5.9%. The borrowings are settled in RMB and
US dollars while their cash and cash equivalents are also primarily denominated in RMB and US dollars.
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it is expected that capital needs for regular cash flow and capital expenditure can be funded by the internat cash
flow of the Group. The Directors will review the operating cash flow of the Group from time to time and will
consider repaying certain bank loans by cash as and when appropriate. It is the intention of the Group to maintain
an appropriate compasition of equity and debt to constantly achieve an effective capital structure.

FOREIGN EXCHANGE RISK AND HEDGING

Most of the Group's revenues and operating expenses are settled or denominated in US dollars. As a result, the
negative impact on the net operating revenue due to RMB appreciation since July 2005 can be offset by each other
to a certain extent. With the RMB appreciation, during the Period, the Group's revenues generated by currency
exchange in the Period amounted to approximately RMB6,034,000, and the sharehoiders’ interests of the Group
affected by the currency exchange amounted to approximately RMB142,613,000. The Group has paid close attention
to the fluctuation of the RMB exchange rate, settled foreign incomes from operating activities into RMB in a timely
manner to minimize the losses brought by foreign exchange fluctuations. The Group wili continue to implement the
policy of timely conversion of foreign currency assets, reduce the net currency assets denominated in foreign
currency, and adopt proper measures including hedging instruments {e.qg. forward exchange contracts) as and when
necessary and appropriate in accordance with the Group’s practical requirements te minimize foreign exchange
risks.

COMMITMENT

As at 30 June 2007, the capital commitment for vessels under construction that had been contracted but not
provided to the Group amounted to RMB3,896,455,000. The Group’s commitment for fuel that had been contracted
but not provided to the Group amounted to RMB624,243,000. Furthermore, the Group's lease commitments
relating to buildings, and vessels and containers, are RMB96,506,000 and RMB13,102,261,000, respectively.

CONTINGENT LIABILITIES

As at 30 June 2007, the Group did not have any material contingent liabilities.

SHARE CAPITAL

As at 30 June 2007, the share capital of the Company was as follows:

Number of Percentage
Types of shares shares in issue (%)
Domestic shares 3,610,000,000 59 .87
H shares 2,420,000,000 4013
Total 6,030,000,000 100.00
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DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’ INTERESTS IN SHARES

In accordance with the H share share appreciation rights scheme adopted by the shareholders of the Company on
12 Ociober 2005 and amended by the sharehoiders of the Company on 20 June 2006 and 26 June 2007 (the
“Scheme"), certain Directors and supervisors of the Company (the “Supervisors”) were granted the H share share
appreciation rights under the Scheme and the amended Scheme. Details of the Scheme were set out in the
Company's circular to shareholders dated 26 August 2005 and the amended Scheme was produced to the annual
general meetings of the Company held on 20 June 2006 and 26 June 2007. The interests of such Directors,
Supervisors and chief executive(s) in the underlying H shares of the Company as at 30 June 2007 were as follows:

Number of underlying

Capacity in which
underlying H shares

% of issued

Name H shares interested in were held H share capital
Directors

Huang Xiaowen 871,000 Beneficial owner 0.04 {Long positicn)
Li Shaode 1,002,000 Beneficial owner 0.04 (Long position)
Ma Zehua 101,000 Beneficial owner 0.00 (Long positicn)
Wang Daxiong 300,000 Beneficial owner 0.01 (Long positicn)
Xu Hui 200,000 Beneficial owner 0.01 (Long position)
Yao Zuozhi 88,000 Beneficial owner 0.00 (Long position)
Zhang Guofa 445,000 Beneficial owner 0.02 (Long position)
Zhang Jianhua 300,000 Beneficial owner 6.01 (Long position)
Zhao Hongzhou 720,000 Beneficial owner 0.03 (Long position)
Supervisors

Wang Xiuping 450,000 Beneficial owner 0.02 (Long position)
Tu Shiming 60,000 Beneficial owner 0.002 (Long position)
Chen Decheng 112,000 Beneficial owner 0.005 (Long position)
Yao Guojian 680,000 Beneficial owner 0.03 (Long position)

Save as disclosed above, as at 30 June 2007, none of the Directors, Supervisors or chief executive(s) of the
Company had any interests or short positions in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance {(*SFO"))
which was required to be notified to the Company and The Stock Exchange of Hong Kong Limited {the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO (incdluding interests and short positiens which any
such Directors, Supervisors or chief executive(s) is taken or deemed to have under such provisions of the SFO) or
which was required to be entered in the register required to be kept by the Company pursuant to Section 352 of
the SFO or which was otherwise required to be notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directars of Listed Issuers {which shall be deemed to apply to the
Supervisors to the same extent as it applies to the Directors).
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SHAREHOLDINGS OF OTHER SHAREHOLDERS WITH NOTIFIABLE INTERESTS

As at 30 June 2007, so far as was known to the Directors or chief executive(s) of the Company, the interests or
short positions of the fallowing persons {other than a Director, Supervisor or chief executive{s) of the Company) in
the shares or underlying shares of the Company which were required to be notified to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO or the interests or short positions recorded in the register kept by the
Company pursuant to Section 336 of the SFO were as follows:

Number of

Name of Class of shares/underlying
shareholder shares shares held
China Shipping {Group)  Domestic 3,610,000,000
Company shares (Long position;
Li Ka-Shing H shares 365,637,000

{Long position}

Li Ka-Shing Unity H shares 365,637,000
Trustcorp Limited {Long position}
Li Ka-Shing Unity H shares 365,637,000
Trustee Carporation (Long position)
Limited
Cheung Kong (Holdings)  H shares 362,637,000
Limited {Long position)
Li Ka-Shing Unity Trustee H shares 362,637,000
Company Limited {Long position)
Hutchison International  H shares 241,758,000
Limited {Long position)
Hutchison Whampoa H shares 241,758,000
Limited {Long position}
Baring Asset H shares 145,723,000
Management Limited {Long position)
Northern Trust Fiduciary  H shares 121,366,000
Services (Ireland) (Long position)
Limited

Percentage in
the relevant class

Capacity of share capital
Beneficial owner 100%
Interest of controlled 15.11%

corporation and founder
of a discretionary trust

Trustee and beneficiary of 15.11%
a trust

Trustee and beneficiary of 15.11%
a trust

Interest of controlled 14.99%

corporation

Trustee 14.99%

Beneficial owner 9.99%

Interest of cantrolled 9.99%
corporation

Investment manager 6.02%

Jrustee 5.02%

Percentage in
total share
capital

59.87%

6.06%

6.06%

6.06%

6.01%

6.01%

4.01%

4.01%

2.42%

2.01%
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Save as disclosed above, as at 30 June 2007, so far as was known to the Directors or chief executive(s) of the
Company, no person {other than Directors, Supervisors or chief executive(s)) had any interest or short position in
any shares or underlying shares of the Company which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO or any interest or short positions recorded
in the register kept by the Company pursuant to Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the Period, the Company had not redeemed any of its issued shares. Nejther the Company nor any of its
subsidiaries had purchased or sold any of the Company’s issued shares in the Period.

DIVIDENDS

At a Board meeting held on 8 August 2007, the Directors proposed that part of the Group’s distributable profits as
at 30 June 2007, amounting to RMB3,316,500,000, be distributed as bonus shares each at par value to existing
shareholders on the basis of 5.5 bonus shares for every 10 existing shares owned by such shareholders. The
remaining distributable profits as at 30 June 2007 will be distributed in the form of cash dividend, the detailed
amount and distribution methed of which shall be formulated and implemented by the Directors as authorized by
shareholders at general meeting.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

During the Period, there were no material acquisitions or disposais of subsidiaries and associated companies.

EMPLOYEES, TRAINING AND DEVELOPMENT

As at 30 June 2007, the Group had 3,649 employees, representing an increase of 123 employees as compared with
31 December 2006. During the Period, the total staff expenses were about RMB481,031,000. In addition, the
Group had entered into contracts with a number of subsidiaries of China Shipping (Group) Company, pursuant to

-which these subsidiaries provided the Group with approximately 3,083 crew members in total who mainly work on

the Group’s self-owned or bareboat chartered vessels.

Remuneration of the Group’s employees included basic salaries, cther allowances and performance-based bonuses.
The Group had also adopted a performance discretionary incentive scheme for its staff. The scheme tinked the
staff's financial benefits directly with certain business performance indicators. Such indicators may include, but are
not limited to, the profit target of the Group.

Details of such performance discretionary incentive scheme varied among the employees of the Group. The Group

sets out certain performance indicators for each of its subsidiaries to achieve, Each subsidiary has the discretion to
formulate in detail its own performance-based remuneration policies according to its own circumstances.
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AUDIT COMMITTEE

The audit committee of the Company consists of two independent non-executive Directors, namely Mr. Shen
Kangchen and Mr. Wang Zongxi, and one non-executive Director, namely Mr. Wang Daxiong. The audit committee
of the Company had reviewed the Company’s interim results for the Period and agrees with the accounting
treatment adopted by the Company.

COMPLIANCE WITH THE “CODE ON CORPORATE GOVERNANCE PRACTICES” (THE “CG
CODE”) IN APPENDIX 14 OF THE RULES GOVERNING THE LISTING OF SECURITIES ON THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “LISTING RULES")

The Board confirmed that, none of the Directors are aware of any infarmation that would reasonably indicate that
the Group was not, at any time during the Period, in compliance with the applicable code provisions of the CG
Code.

SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding Directors’ and Supervisors’ securities transactions on terms
no less exacting than the required standard set out in Madel Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules. Following specific enquiry made with all
Directors and Supervisors of the Company, the Company has confirmed that each of them has complied with the
required standard set out in the Model Code regarding directors’ and supervisors’ securities transactions.

DISCLOSURE OF INFORMATION

This report will be dispatched to shareholders and published on the websites of the Stock txchange (http://
www.hkex.com.hk) and the Company (http://www.cscl.com.cn).

By order of the Board
China Shipping Container Lines Company Limited
Li Shaode
Chairman

Shanghai, the Peaple’s Republic of China
8 August 2007

The Board as at the date of this report comprises of Mr. Li Shaode, Mr. Zhang Guofa, Mr. Huang Xiaowen and Mr.
Zhao Hongzhou, being executive Directors, Mr. Ma Zehua, Mr.Zhang Jianhua, Mr. Wang Daxiong, Mr. Yao Zuozhi
and Mr. Xu Hui, being non-executive Directors, and Mr. Hu Hanxiang, Mr. Jim Poon (also known as Pan Zhanyuan),
Mr. Wang Zongxi and Mr. Shen Kangchen, being independent non-executive Directors.

The exchange rate adopted in this report for iflustration purposes only is US$1.00 = HK$7.65.

* The Company is registered as an oversea company under Part XI of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) under
its Chinese name and the English name “"China Shipping Container Lines Company Limited”.
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

Unaudited Audited
30 June 31 December
2007 2006
Note RMB’000 RMB 000
ASSETS
Non-current assets
Fixed assets 7 23,007,390 23,463,851
Land use rights 7 13,192 13,356
Goodwill 46,427 46,427
Interest in associated companies 59,798 48,758
Interest in a jointly controlled entity 30,880 32,000
Total non-current assets 23,157,687 23,604,392
Current assets
Bunkers 707,184 635,735
Trade and notes receivables 8 4,367,653 3,490,403
Prepayments and other receivables 191,121 97,984
Cash and cash equivalents 3,866,026 2,915,542
Total current assets 9,131,984 7,139,664
Total assets 32,289,671 30,744,056
EQUITY
Equity attributable to the Company’s equity holders
Share capital 9 6,030,000 6,030,000
Other reserves 5,855,902 5,998,515
Retained earnings
- Proposed final dividends - 241,200
~ Proposed special dividends 18 3,316,500 -
— Others 2,102,136 4,263,526
Total equity attributable to the Company’s equity holders 17,304,538 16,533,241
Minority interests 36,837 42,964
Total equity 17,341,375 16,576,205
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Unaudited Audited
30 June 31 December
2007 2006
Note RMB'000 RMB 000
LIABILITIES
Non-current liabilities
Long-term bank loans 10 4,335,270 5,538,152
Domestic corporate bonds 11 1,800,000 -
Finance lease obligations 12 2,783,430 3,199,249
Deferred tax liabilities 968,581 837.249
Total non-current liabilities 9,887,281 9,574,650
Current liabilities
Trade payabies 13 2,921,884 2,205,055
Accrual and other payables 507,394 515,189
Short-term bank loans i0 - 400,000
Long-term bank loans - current portion 10 913,491 707,608
Finance lease obligations — current portion 12 492,048 695,724
Income tax payable 80,724 69,625
Dividend payable 145,474 -
Total current liabilities 5,061,015 4,593,201
Total liabilities 14,948,296 14,167,851
Total equity and liabilities 32,289,671 30,744,056
Net current assets 4,070,969 2,546,463
Total assets less current liabilities 27,228,656 26,150,855

The notes on pages 19 to 38 form an integral part of this condensed consolidated interim financial information.
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Unaudited
Six months ended 30 June
2007 2006
Note RMB000 RMB 000
Turnover 6 17,379,318 13,973,202
Operating costs (15,608,795) (13,370,061)
Gross profit 1,770,523 603,141
Other income 14 187,896 79,702
Administrative and general expenses (372,052) (269,095)
Operating profit 15 1,586,367 413,748
Finance costs 16 {(216,249) (246,302)
Share of profit of associated companies and
a jointly controlled entity 2,715 3,656
Profit before income tax 1,372,833 171,102
Income tax expense 17 (213,007) (88,273)
Profit for the period 1,159,826 82,829
Attributable to:
Equity holders of the Company 1,155,110 81,194
Minority interests 4,716 1,635
1,159,826 82,829
Dividends - special dividends 18 3,316,500 -
Basic earnings per share for profit attributable to
the Company’s equity holders
{Expressed in RMB per share) 19 0.19 0.01

The notes on pages 19 to 38 form an integral part of this condensed consolidated interim financial information.

16




China Shipping Container Lines Company Limited

2007 Interim Report

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

Unaudited
Attributable to equity holders of the Company

Share Other  Retained Minority
capital reserves  earnings Total interest Total
RMB"000 RMEB'000 RMB 00O RME'000 RMB 000 RME’'000
Balance at 1 January 2006 6,030,000 6,128,838 4,433,026 16,591,864 37,460 16,629,324
Currency translation differences - (79,989} - (79,989) - (79,989)
Profit for the period - - 81,194 81,194 1,635 82,829
Dividends refating to 2005 - - (723,600) (723,600) - (723,600)
Balance at 30 June 2006 6,030,000 6,048,849 3,790,620 15,869,469 39,095 15,908,564
Balance at 1 January 2007 6,030,000 5,998,515 4,504,726 16,533,241 42,964 16,576,205
Currency translation differences - {142,613) - (142,613) - (142,613)
Protit for the period - - 1,155,410 1,155,110 4,716 1,159,826
Transfer of a subsidiary to
an associated company - - - - (10,843} (10,843)
Dividends relating to 2006 - - (241,200)  (241,200) - (241,200)
Balance at 30 June 2007 6,030,000 5,855,902 5,418,636 17,304,538 36,837 17,341,375

The notes on pages 19 to 38 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT

Unaudited
Six months ended 30 June

2007 2006

RMB‘000 RMB’000

Net cash generated from operating activities 1,622,135 419,098
Net cash used in investing activities (950,563) (2,306,384)
Net cash generated from financing activities 278,912 714,028
Net increase/{decrease) in cash and cash equivalents 950,484 (1,173,258)
Cash and cash equivalents at beginning of the period 2,915,542 3,423,373
Cash and cash equivalents at end of the pericd 3,866,026 2,250,115

The notes on pages 19 to 38 are an integral part of this condensed consolidated interim financial information.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION

1

GENERAL INFORMATION

China Shipping Container Lines Company Limited (the “Company”) was established in the People’s Republic of
China (the “PRC™) on 28 August 1997 as a company with limited liability under the Company Law of the PRC.
On 3 March 2004, the Company was transformed into a jeint stock limited company under the Company Law
of the PRC by converting its equities as at 31 October 2003 into 3,830,000,000 shares of RMB1 each. The
Company’s H shares were listed on the Main Board of the Stock Exchange of Hong Kong Limited on 16 June
2004.

The address of the Company's registered office is 27th Floor, 450 Fu Shan Read, Pudong New District,
Shanghai, PRC.

The principal activities of the Company and its subsidiaries (collectively the “Group”) are awning, chartering
and operating container vessels for the provision of international and domestic container marine transportation
services.

This condensed consolidated interim financial information was approved by the board of directors of the
Company for issue on 8 August 2007.

BASIS OF PREPARATION

This condensed consalidated interim financial information for the six months ended 30 June 2007 has been
prepared in accardance with HKAS 34, ’Interim Financial Reporting’ issued by the Hong Kong Institute of
Certified Public Accountants ("HKICPA™). The condensed consolidated interim financial information should be
read in conjunction with the annual financial statements of the Group for the year ended 31 December 2006.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted are consistent with those of the annual financial statements for the year
ended 31 December 2006 except that the Group has adopted the following new standards, interpretations and
amendments to standards {collectively the “new/revised HKFRS") which are relevant to the Group's operations
and are mandatory for financial year ending 31 December 2007.

HKAS 1 (Amendment} Presentation of Financial Statements: Capital Disclosures
HKFRS 7 Financial Instruments: Disclosures

HK{IFR¥C)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

3

20

SIGNIFICANT ACCOUNTING POLICIES (Continued)

The adoption of the above new/revised HKFRSs in the current period did not have any significant effect on the
condensed consolidated interim financial information or resuit in any significant change in the Group's accounting
policies, whereas the adoption of HKAS 1 (Amendment) and HKFRS 7 required additional disclosures to be
made in the annual financial statements of the Group.

The HKICPA has issued several new standards, interpretations and amendments which are not yet effective for
the year ending 31 December 2007. The Group has not early adopted the above standards, interpretations and
amendments in the condensed consolidated interim financial information but has already commenced an
assessment of the related impact to the Group. The Group is not yet in a position to state whether any
substantial changes to the Group’s accounting policies and presentation of the financial statements will be
resulted.

FINANCIAL RISK MANAGEMENT

All aspects of the Group's financial risk management objectives and policies are cansistent with those disclosed
in the annyal financial statements far the year ended 31 December 2006.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements used are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
The resulting accounting estimates will, by definition, seldom equal the related actual results.

The estimates and assumptions applied in the preparation of the interim financial information are cansistent
with those used in the annual financial statements for the year ended 31 December 2006.

TURNOVER AND SEGMENT INFORMATION

Turnover represents gross revenues from liner and chartering services, net of discounts allowed, where applicable.

Unaudited

Six months ended 30 June
2007 2006
RMB'000 RMB'000

Turnover

Liner 17,358,282 13,925,613
Chartering 21,036 47,589
17,379,318 13,973,202

In accordance with the Group's internal financial reporting, the Group has determined that business segments
be presented as the primary reporting format and geographical segments as the secandary reporting format.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

6

TURNOVER AND SEGMENT INFORMATION {Continued)

The business segment reporting includes provisions of liner service and chartering of vessels. In respect of the
geographical segment reporting, segment revenue from liner and chartering services cover the world’s major
trade lanes.

Primary reporting format — business segments

The Group’s business is arganised into two business segments: liner and chartering. The Group’s business is
dominated by the provision of liner services. The chartering business is of insufficient size to be reported
separately.

Secondary reporting format — geographical segments

The Group's liner and chartering businesses are managed on a worldwide basis. The turnover generated from
the world's major trade fanes includes Pacific, Asia/Europe, Asia Pacific, China Domestic and others.

The directors of the Company consider that the nature of the Group’s business preciudes a meaningful
allocation of the Group’s assets to specific geographical segments as defined under HKAS 14 “Segment
Reparting”. Accordingly, geographical segment information is only presented for turnover:

Unaudited

Six months ended 30 June
2007 2006
RMB'000 RMB'000
Pacific 6,807,831 6,395,445
Asia/Europe 5,394,245 4,134,834
Asia Pacific 2,387,675 1,624,981
China domaestic 1,885,425 982,129
Others 904,142 835,813
17,379,318 13,973,202
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

7

CAPITAL EXPENDITURE

Unaudited

Fixed assets Land use rights Total

RMB'000 RMB 000 RMB 000

Opening net book amount as at 1 January 2006 20,770,813 13,686 20,784,499
Additions 2,229,570 - 2,229,570
Purchase from a fellow subsidiary 439,019 - 439,019
Disposals {(220) - (220)
Depreciation charge {Note 15) {555,099) - {555,099}
Amortisation charge - (164) (164}
Exchange difference (54,480) - (54,480)
Closing net bock amount as at 30 June 2006 22,829,603 13,522 22,843,125
Opening net book amount as at 1 January 2007 23,463,851 13,356 23,477,207
Additions 1,050,431 - 1,050,431

De-recognition of container assets under

finance leases (Note) (830,301} - (830,301)
Disposals (7,057) - {(7,057)
Depreciation charge (Note 15) (517,444) - (517,444}
Amartisation charge - (164) (164)
Exchange difference (152,090} - (152,090}
Closing net-book amount as at 30 June 2007 23,007,390 13,192 23,020,582

Nate:

The Group leased certain containers from its fellow subsidiaries under long term leases pricr to 1 January 2007, The leases were recognised

as finance lease contracts. During the period, the Group entered into addendum agreements with the fellow subsidiaries, pursuant to which

the terms of the lease contracts have been revised from long term to one year short term. Accordingly, the container assets under finance
leases and finance lease obligations amounted to RMB 830,301,000 and RMB 957,684,000 as at 1 January 2007, respectively, had been de-
recognised on 1 January 2007 and a gain of RMB127,383,000 (Note 14) had been recognised in the income statement for the six months

ended 30 June 2007.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
8 TRADE AND NOTES RECEIVABLES

Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB'000
Trade receivables

— Fellow subsidiaries 2,456,293 1,932,592
— Others 1,679,958 1,431,516
4,136,251 3,364,108
Notes receivables 231,402 126,295
4,367,653 3,490,403

The ageing analysis of trade and notes receivables is as follows:
Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB 0G0
1 to 3 months 4,191,327 2,914,493
4 to 6 months 197,931 561,926
7 1o 9 months 94,378 114,784
10 10 12 months 4,768 -
Over cone year 7,732 13,150
4,496,136 3,604,353
Less: provision far impairment of receivables (128,483) (113,950)
4,367,653 3,490,403

Credit policy

The Group grants credit terms in the range between 30 tc 50 days to those customers with good payment
history. invoices to other custamers are due for payment upon presentation.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

9

10

24

SHARE CAPITAL

Unaudited Audited
30 June 31 December
2007 2006
RMB’'G00 RMB 000
Domestic shares of RMB1 each 3,610,000 3,610,000
H shares of RMB1 each 2,420,000 2,420,000
Total 6,030,000 6,030,000
BANK BORRCWINGS
Unaudited Audited
30 June 31 December
2007 2006
RMB’000 RMB'0G0
Non-current
Long-term bank loans 4,335,270 5,538,152
Current
Short-term bank loans - 400,000
Long-term bank loans - current portion 913,491 707,608
913,491 1,107,608
5,248,761 6,645,760
Representing:
Unsecured 1,226,720 1,642,870
Secured 4,022,041 5,002,890
Total borrowings 5,248,761 6,645,760
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
10 BANK BORROWINGS (Continued)

At 30 June 2007, the Group's bank loans were repayable as follows:

Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB 000
Within one year 913,491 1,107,608
In the second year 1,103,211 707,608
In the third to fifth year 2,633,232 4,079,808
After fifth year 598,827 750,736
5,248,761 6,645,760
Movements in borrowings is analysed as follows:

RMB'000

Six months ended 30 June 2006
Opening amount 1 January 2006 5,608,165
Addition of short-term bank loans 775,000
Addition of long-term bank loans 755,059
Repayments of long-term bank loans (468,978)
Closing amount as at 30 June 2006 6,669,246

Six months ended 30 June 2007
Opening amount 1 January 2007 6,645,760
Addition of long-term bank loans 128,320
Repayments of short-term bank loans (400,000)
Repayments of long-term bank loans (1,125,319
Closing amount as at 30 June 2007 5,248,761

As at 30 June 2007, the long-term bank loans of the Group were secured by the following:

{i) Legal mortgage over certain containers, container vessels and vessels in construction with net book value
of approximately RMB7,000,403,000 for the Group (as at 31 December 2006: RMB7,009,915,000); and

(i) Charges over shares of certain vessels owning subsidiaries of the Company.,
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
10 BANK BORROWINGS (Continued)

1"

26

As at 30 June 2007, the carrying amounts and the fair values of long-term bank borrowings were as follows:

Unaudited Audited

30 June 31 December

2007 2006

RMB’'000 RMB'0G0

Carrying amounts 5,248,761 6,245,760
Fair values 5.113,695 6,150,725

The fair value is calculated using cash flow discounted at a rate based on the borrowings rate of 6.75% (2006:
6.12%) per annum.

DOMESTIC CORPORATE BONDS

Unaudited Audited

30 June 31 December

2007 2006

RMB'000 RMB‘000

Non-current domestic corporate bonds 1,800,000 -

On 12 June 2007, the Group issued domestic corporate bonds amounting to RMB1.8 billion in the PRC
pursuant to the approval obtained from the National Development and Reform Commission of the PRC. The
bonds are for a ten-year period fully repayable by 12 June 2017, and bear interest at a fixed rate of 4.51% per
annum. The bands are guaranteed by the Bank of China, Shanghai pranch, and have been listed on the inter-
bank bond market in the PRC.

The bonds were stated at fair value at date of issue. As at 30 June 2007, the carrying amounts of the domestic
corporate bonds approximated their fair values,

tnterest expense on the bonds is calculated using the effective interest method by applying the effective
interest rate of 4,.51% per annum to the hond liability.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
12 FINANCE LEASE OBLIGATIONS

Unaudited
30 June 2007
Net present

Minimum value of
lease minimum lease
payments Finance charges payments
RMB'000 RMB'000 RMB'000

Payable:
Within one year 689,157 197,109 492,048
In the second year 686,650 165,685 520,965
In the third to fifth year 1,802,429 299,009 1,503,420
After the fifth year 813,253 54,208 759,045
3,991,489 716,011 3,275,478
Less: Payable no later than one year (current portion) {(689,157) (197,109) (492,048)
3,302,332 518,902 2,783,430

Audited
31 December 2006

Net present
Minimum value of
lease minimum lease
payments Finance charges payments
RMB’000 RMB’000 RMB’000

Payable:
Within one year 995,756 300,032 695,724
In the second year 889,384 224,690 664,694
In the third to fifth year 2,106,029 374,336 1,731,693
After the fifth year 865,105 62,243 802,862
4,856,274 961,301 3,894,973
Less: Payable no later than one year (current portion) (995,756) (300,032} (695,724)

3,860,518 661,269 3,199,249
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

13 TRADE PAYABLES

Unaudited Audited
30 lune 31 December
2007 2006
RMB’'000 RMB'000
Trade payables
— Fellow subsidiaries 255,549 259,834
- Qthers 2,666,335 1,945,221
2,921,884 2,205,055
The ageing analysis of trade payables is as follows:
Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB'000
1 10 3 months 2,893,724 2,132,189
4 to 6 months 24,776 45,774
7 to 9 months 3,384 27,092
2,921,884 2,205,055
14 OTHER INCOME
Unaudited
Six months ended 30 June
2007 2006
RMB'000 RMB'000
Information technology services fees 12,789 42,213
Interest income 41,690 37,489
Gain on de-recognition of container assets under finance leases and
finance lease liabilities (Note 7) 127,383 -
Foreign exchange gains 6,034 -
187,896 79,702
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15

16

OPERATING PROFIT

Operating profit is stated after charging the followings:

Unaudited
Six months ended 30 June
2007 2006
RMB'000 RMB'000
Cost of bunkers consumed 3,383,427 2,956,950
Depreciation:
— Owned container vessels chartered-out under operating leases 6,621 7,231
- Other owned assets 356,582 319,136
— Containers under finance leases 154,241 228,732
517,444 555,099
Operating lease rental:
— Container vessels 1,413,066 1,245,606
— Containers 425,010 282,366
— Buildings 22,714 20,348
1,860,790 1,548,320
Employee benefit expenses 481,031 330,811
Provision for impairment of receivables 14,533 17,509
Foreign exchange losses - 23,450
FINANCE COSTS
Unaudited
Six months ended 30 June
2007 2006
RMB’000 RMB G0g
Interest expenses:
- bank loans 173,263 168,476
- finance lease abligations 99,133 138,913
Total interest expenses 272,396 307,389
Less: amount capitalised in vessels under construction (56,147} (61,087)
216,249 246,302
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17 INCOME TAX EXPENSE

Unaudited
Six months ended 30 June

2007 2006
RMB'000 RMB'000

Current income tax
- Hong Kong profits tax (note (i) - 159
- PRC enterprise income tax (note (ii)) 15,096 7,334
Deferred taxation (note (iii)) 197,911 80,780
213,007 88,273

Notes:

) Hong Kong profits tax

Hong Keng profits tax has been provided at the rate of 17.5% (2006: 17.5%) on the estimated assessable profits for the six months
ended 30 June 2007.

i) PRC enterprise income tax ("EIT")

According to the relevant laws and regulations in the PRC, the EIT rate applicable tc the Company is 15%. The Company’s other
subsidiaries incorporated in the PRC are subject to EIT at rates ranging from 0% to 33% (2006: 0% - 33%) for the six months ended
30 June 2007.

Pursuant to the relevant £1T regulations, the profits derived by the Company’s overseas subsidiaries are subject to EIT. The Company
has obtained approval from the tax bureau in the PRC to adopt a fixed rate of 16.5% on the profits of the overseas subsidiaries for EIT

purposes.

(ili}  Deferred taxation

Deferred taxation mainly relates to deferred tax liabilities provided at a fixed rate of 16.5% on the profit of the overseas subsidiaries of
the Company which are subject to PRC EIT and pavable upon profit remittance to the Company.

18 DIVIDENDS

At a Board meeting held on 8 August 2007, the directors proposed that part of the Group’s distributable
profits as at 30 June 2007, amounting to RMB3,316,500,000, be distributed as bonus shares each at par value
to existing shareholders on the basis of 5.5 bonus shares for every 10 existing shares owned by such shareholders.
The remaining distributable profits as at 30 June 2007 will be distributed in the form of cash dividend, the
detailed amount and distribution method of which shall be fermulated and implemented by the directors as
authorized by shareholders at the general meeting. Such proposed special bonus shares are not reflected as
dividend payables or share capital in the Company’s financial statements for the period.
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19 EARNINGS PER SHARE

20

Basic earnings per share is based on the profit attributable to equity holders of the Company of
RMB1,155,110,000 (2006: RMB81,194,000) and 6,030,000,000 (2006: 6,030,000,000) shares in issue during
the period.

Diluted earnings per share has not been presented as the Company has no potentiai dilutive ordinary shares

during the period.

COMMITMENTS

(a)

(b)

Capital commitments

As at 30 June 2007 and 31 December 2006, the Group had the following significant capital commitments

which were not provided for in the balance sheets:

Unaudited
30 June
2007
RMB’000
Contracted but not provided for:
— Vessels under construction 3,896,455

Audited

31 December
2006

RMB 000

4,100,999

Purchase commitments

As at 30 June 2007 and 31 December 2006, the Group had the following significant purchase cammitments

which were not provided for in the balance sheets:

Unaudited
30 June
2007
RMB 000
Contracted but not provided for:
— Purchase of bunkers 624,243

Audited

31 December
2006
RMB’000

1,754,165
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20 COMMITMENTS (Continued)

(¢} Lease commitments

As at 30 June 2007 and 31 December 2006, the Group had future aggregate minimum lease payments

under non-cancellable operating leases as follows:

Unaudited Audited
30 June 31 December
2007 2006
RMB’000 RMB GO0
Buildings:

— Within one year 40,064 44,339
- In the second to fifth year 52,803 62,835
- After the fifth year 3,639 4,248
96,506 111,422

Vessels chartered-in and containers under operating leases:
— Within one year 2,902,185 2,935,592
- In the second to fifth year 6.303,581 6,940,418
- After the fifth year 3,896,495 3,825,150
13,102,261 13,701,160
13,198,767 13,812,582

21 CONTINGENT LIABILITIES

As at 30 June 2007, the Group did not have any material contingent liabilities.
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22 SIGNIFICANT RELATED PARTY TRANSACTIONS

The Group is part of a larger group of companies under China Shipping (Group) Company (incorporated in the
PRC) and has extensive transactions and refationships with members of the China Shipping (Group) Company.
China Shipping (Group) Company itself is a state-owned enterprise and is cantroiled by the PRC government.
Neither of them produces financial statements for public use.

As the Group is controlled by China Shipping (Group) Company, it is considered to be indirectly controlled by
the PRC government, which controls a substantial number of entities in the PRC. In accordance with HKAS 24
“Related Party Disclosure”, state-owned enterprises and their subsidiaries, other than China Shipping (Group)
Company and its subsidiaries, directly or indirectly controlled by the PRC government are also deemed as
related parties of the Group (“other state-owned enterprises”). For purpose of related party transactions
disclosure, the Group has in place procedures to assist the identification of the immediate ownership structure
of its customers and suppliers as to whether they are state-owned enterprises. Many state-owned enterprises
have multi-layered corporate structure and the ownership structures change over time as a result of transfers
and privatisation programs. Nevertheless, management betieves that meaningful information relating to related-
party transactions has been adequately disclosed,

In addition to the related party information shown elsewhere in the financial statements, the following is a
summary of significant related party transactions entered into in the ordinary course of business between the
Group and its related parties, including other state-owned enterprises, during the periods and balances arising
from related party transactions for the six months ended 30 June 2007.
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22 SIGNIFICANT RELATED PARTY TRANSACTIONS (Continued)

(a) Significant transactions with related parties:

Unaudited
Six months ended 30 June
2007 2006
Note RMB'000 RMB 000
Transactions with fellow subsidiaries
Revenue;
Information technology services (i) 12,789 42,213
Lease of containers (i) 10,481 3,745
Liner services (i) 838,563 938,477
Lease of vessels (i) 14,961 -
Expense:
Interest element of finance lease obligations in connection
with lease of containers (if) - 77,507
Operating lease of containers if) 226,873 -
Lease of chassis (i) 14,696 12,586
Lease of properties {ii) 2,106 7,759
Cargo and liner agency services (i} 281,697 184,312
Container management services (i} 368,441 337,313
Time charter services (i) 204,157 140,216
Bareboat charter services (i) 40,261 22,109
Ship repair services (i) 23,284 25,752
Supply of fresh water, vessel fuel, lubricants, spare parts
and other materials {i) 387,278 186,817
Depot services {i) 10,363 8,340
Information technology services () 5,300 8,957
Provision of motor vehicles (i) 117 1,282
Provision of crew members (1) 15,028 87,865
Loading and unloading services (i) 463,545 402,265
Sub-route services (i) - 84,480
Ground container transport costs (i) 210,750 13,068
Notes:

(i The transactions were conducted in accordance with various master agreements entered into between the Company and the
fellow subsidiaries on 10 May 2004.

(iy  The transactions were conduced in accordance with relevant agreements entered into between the Company and the fellow
subsidiaries.
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22 SIGNIFICANT RELATED PARTY TRANSACTIONS (Continued)

(a) Significant transactions with related parties. (Continued)

Unaudited
Six months ended 30 June
2007 2006

RMB'000 RMB'0C0
Transactions with other state-owned enterprises
Revenue:
Interest income from bank deposits 5,562 7,695
Expenses:
Port charges 1,712,641 1,711,818
Purchase of bunkers and spare parts 387,278 242,179
Interest expenses 109,887 102,452
Vessel maintenance costs 50,002 41,888
Others:
Progress payment made on construction of vessels 222,520 1,392,778
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22 SIGNIFICANT RELATED PARTY TRANSACTIONS (Continued)

(b) Balances with related parties:

Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB 000
Balances with fellow subsidiaries

Trade receivables (note (i) 2,532,260 1,992,363
Less: provisions (75,967) {59,771)
2,456,293 1,932,592
Trade payables (note (1) 255,549 259,834
Finance lease obligations (note 7) - 957,684
255,549 1,217,518

Balances with China Shipping (Group) Company
Dividend payable 144,400 -

Notes:

{i)  These balances arose from the ordinary course of the Group’s business and are unsecured and interest free.

Unaudited Audited
30 June 31 December
2007 2006
RMB'000 RMB’'0G00

Balances with other state-owned enterprises
Bank deposits (note (i) 2,612,681 1,350,583
Bank loans (note (i) 3,648,660 5,064,810
Other payables (note (iif)) 583,393 985,105
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22 SIGNIFICANT RELATED PARTY TRANSACTIONS (Continued)

(b) Balances with related parties: (Continued)

Notes:

{) Interest cf bank deposits is at market rates ranging from 0.72% to 3.6% per annum {As at 31 December 2006: from 0.72% to

3.6% per annum).

i) As at 30 june 2007, the bank loans were secured by legal mortgage over certain container vessels and vessels in construction
with net book value of approximately RMB4,861,267,000 for the Group {As at 31 December 2006: RMB4,941,694,000).

(i)  These balances arose from the ordinary course of the Group's business and are unsecured and interest free.

{c) Key management compensation:

Unaudited
Six months ended 30 June
2007 2006
RMB000 RMB 000
Salaries and other short-term employee henefits 1,216 1,181
Post employment benefits 712 472
1,928 1,653

23 EVENTS AFTER THE BALANCE SHEET DATE

The following significant events took place subsequent to 30 June 2007:

(a) Proposed special dividend

At a Board meeting of the Company held on 8 August 2007, the directors proposed a special dividend of
RMB3,316,500,000 be distributed as bonus shares each at par value to existing shareholders {“Bonus
Issue”). Details of the proposed special dividend are set out in Note 18 above.

(b) Proposed A share issue (A Share Issue”)

The Board of the Company announced on 8 August 2007 that, subject to shareholders’ approval at the
extraordinary general meeting of the Company ("EGM") and the separate Class Meetings, the Campany
will apply (i} to the relevant authorities for regulatory approvals for the allotment and issue of not more
than the higher of (a) 1,507,500,000 A Shares; or (b) 20% of the enlarged issued share capital of the
Company immediately after completion of the proposed A Share Issue and the Bonus Issue, and (i) to the
Shanghai Stock Exchange for the listing of and dealings in its A Shares. The A Share Issue is subject to
approvals from shareholders of the Company at the EGM and the separate Class Meetings, the China
Securities Regulatory Commission, and other relevant authorities.

The net proceeds from the A Share Issue, after deducting related expenses, will be used to (i) construct
container vessels; (i) purchase assets related to container transportation business; (i) strengthen the

Company’s working capital base; and (iv) repay bank loans.
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23 EVENTS AFTER THE BALANCE SHEET DATE {Continued)
(c) Acquisition of vessels

The Board of the Company announced on 8 August 2007 that the Company entered intc agreements with
Samsung Heavy Industries Co., Ltd., a third party, in respect of the purchase of eight container vessels
(the " Acquisition"). The aggregate consideration payable for the Acquisition amounts to US$1,359,840,000
{equivalent to approximately HK$10,402,776,000).

The Acquisition constitutes a major transaction of the Company under The Rules Governing the Listing of

Securities in Hong Kong. A circular containing, among other things, further details of the Acquisition will
be dispatched to the shareholders of the Company in due course.
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4,856,274 961,301 3,894,973
W —FEAN(RERES) (995,756) (300,032) (695,724)
3,860,518 661,269 3,199,249
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SR BERRAERAT
2007 B EEER 25

BRGSMKERME (B)
10 BITER(H)
MR-EZTLFAZ1+H s£EEBRHAETERMNEOHBEEAIAEREBN T ¢

FIBER B
—EE+F ZETRE
AA=Zt+H +TZA=Z+—E
AR¥TFR ABEMFIT
R ] 5,248,761 6,245,760
nhHEE 5,113,695 6,150,725

NABERBEERNESF675%(ZFFTRE 6. N2% MRS RBRAFER L -

11 BARALTEES
ABEZ RE
—g8tE —EERE
AA=Z+A +=-—E=+—8
AR¥Fx ARET T

EHBEALREHR 1,800,000 —

RZFZTLFA+TZR  FHYEBERBRUEZE L  FAEEAFERTEEAARB 18BN
BACEBY REFRI0FHES  RZF FAATZRENTE BHFZEEFEERISN%
ZEHBTERG EESITRHAER  CEeLETERARBORBESTSR LT -
BHEASTBRALEEAE - RZEZLFAZ+H  BRALQTEHFAREEREQFEMBGT -

BHAFNSTHEERFZEGE  BANFEFNER451% -

26




TRERBEARODERLT

2007 R EAR &
HEFeMBERNE (&)
10 BTER &)
R_ZZL+FNAZ+TAAEEMNBTERNRMENDT ¢
FBEW O
—BEiF ZETAF
ARA=Z+HB +ZR=+-—H
AR¥TR AREF T
—FRX 913,491 1,107,608
FFEEE_F 1,103,211 707,608
E-FEERF 2,633,232 4,079,808
Falk: ki 3 598,827 750,736
5,248,761 6,645,760
BITEZXESMT -
ARET T
BE_ZSAFAAB=1tHL~EA
—EESRF-A—HBHYEH 5,608,165
EHETERZEAM 775,000
EHRTE R Z A 755,059
EHEIEREHE (468,978)
—EERNFANA=STHEBRES 6,669,246
BE_SE+FEFAB=+HLAAEA
TR+ FE B OB 6,645,760
FEEHRTERZE M 128,320
CHRTEZZEE (400,000)
EMIRTEREE (1,125,319)
—EBR-ESA-TREHRES 5,248,761

R-TTL4#AHZ+A  ARBEEMNRTERBERITNOT : |

i) KAEEEEHARET000403,000(—FE~E+-_A=1+—H @ AE#70099150007T)2
ETHERER EREMAANTERSEFAMNMELER  UE

(i) AEBEAREMONELEMEBRAEMBCESIER -
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hREERRBEERROARDF

2007 SR AR S

BAZEMBENME (&)

9

10

;S
*BER W
—g8Rtg —EE;R
A~A=+R +-—A=+-—8
AR¥FT ARBEFT
BEABEEAREIT 3,610,000 3,610,000
FHEEEAR® 1T 2,420,000 2,420,000
&5 6,030,000 6,030,000
BTER
FEEY Y
—22+tg ZEERNE
~B=+AH A=+-—0H
ARMTR AE¥TF T
FREBE
EHSHRTER 4,335,270 5,538,152
P N=Ri}
EHRTER - 400,000
RHESTEZ -8 913,491 707,608
913,491 1,107,608
5,248,761 6,645,760
EFmE
=I5 1,226,720 1,642,870
FHER 4,022,041 5,002,890
BRaa 5,248,761 6,645,760
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PREREEGRORRAE

2007 P HASRE
BRSESUHEERME (&)
8 BUEHBEREREER

B HE BE
22t F —EERF
AA=+A +ZA=+-H
AEMT T AREFTT

JEWE SR
SR NG 2,456,293 1,932,592
—H{b 1,679,958 1,431,516
4,136,251 3,364,108
FE W R4 231,402 126,295
4,367,653 3,490,403
FEWESREREEEZRESFMT -
FEER B
a2 - o -3 T EENE
~B=+8B +=-—A=+-—EF
AR%¥ T AREF T
—Z=@ER 4,191,327 2,914,493
PENER 197,931 561,926
+& il A 94,378 114,784
+=+=-@A 4,768 —
—F LA E 7,732 13,150

4,496,136 3,604,353
o EUWBRFCRARE {128.483) {113,950)

4,367,653 3,490,403

FREE

AEBHABRFNRCEZEPETNF =+ ERTAZEEY - GEAEFPNBRE KT LI

3K
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FEEREERRGARAH

2007 P EjR L
A S M EERME (&)
7 BXEX
FKIBER
BEEE I i fF o
AR¥FiL AE®FT AR®ET T
“TENF-B—BHyERTE 20,770,813 13,686 20,784,499
SR 2,229,570 - 2,229,570
it Rl Z B B 2 R R A 439,019 — 439,019
L& (220) — (220)
WE (H:t15) (555,099) — (555,099)
B - (164) (164)
[EHER (54,480) — (54,480)
—ETNFSRAZTAHEKRREEE 22,829,603 13,522 22,843,125
—EE+FE-A—HEHVEmNEE 23,463,851 13,356 23,477,207
R 1,050,431 — 1,050,431
T MEEEEER () (830,301) — (830,301)
BE (7,057) - {7,057)
WE (WiF15) {(517,444) — (517,444)
5 - (164) (164)
fEH =% {152,090) - (152,090)
—ETHENASTARREREE 23,007,390 13,192 23,020,582

Bigt -

RO_FEREF—A—RZN 25HRERZHBLAHT T HERHERAEASAE  YHEARIAREER - R _FTt=F -
AETRZFERBOARI THABE  BRAFOEHESMA—THNEHES - B RAZRHARSRBRANZHIAAR
#830,301,000 L ARKIS7 634 00T HREHAREMAEFHNREIEARAR SR ELF—A—REBKLHER BENE
H AR#127.383,000m U 2 (M EE14) - SEFHMRBERRFR AR -




T EERBEEERGOERLE
2007 B HESR &

BRGEMBERMTE (&)

6

21

BEBRoBER (&

EBoFERTARERKMGERERAMER EXEESIE2RTA - 2R ARKSEEERER
fER 2 Mo B A B ARAS -

FTEEZHEBEA -FEELH
AREERXBELAMBETFEABER  HREESR - FEEXBHUEREBRE AT BRERBZRRT
RUAFRLZ

KB E A — it 5 B
EEBZRHLRAMEBER2R - EXERAHFTENRSELRTF - TH BN - T - 2 EE
MR EAM -

EERE ERAEEZEBNE  HREBEHLRNFURSPRRIZEEMNS - RETHE S
BN FXEBEZBEETARE - At - RASXEEZHRBESHER

FEBE
BEAA=1THLAK{HEA
—g8tHF TEEREF
AT AR®FIT
ATFEF 6,807,831 6,395,445
T B 5,394,245 4,134,834
A 2,387,675 1,624,981
$ Al 1,885,425 982,129
Hff 904,142 835,813

17,379,318 13,973,202




HEERHERROAERAT
2007 R EATR &

B4R S B I B R Y EE (4F)

3

BEESTBE (&)

RAMBARA AT EEBUHREEMR ARG STHUBERRELTERAER  TAS
BHASENEBRRBEEASL  AMERTRGHRRE 1R ET)NEFLATHBESRAUFIRSE
FRASENEEMBERRPELBEIIORE -

BIMAEDEET ERBE " FTRLET AT BUEFEHAERANTEN  BERE
T AEEAREHEATHHBEEERTRR DM TR - BERET - ERCERBHEEAES
SEOEREZE - TRENAEHRETRENSAHANUBERBEST S EELEERNEL -

MERBER

e ERARE M BERER AN R REREE RN F+ A=+ B LFEHBREMIIEE
iﬁu

HEesttERANE

FERzZEEMAHSFFATG  TRELSTEBRVNAMEZRRITIE  CREABHEATHERSGE
MBERREMTORR - FEmErtENAES  ROUOGHUERERER -

AP EEN RN ENRRERFEE_ T F I AT B LFENBEREMERE
—E -

HEERIBRER
EREBRTE NG REMNRE Z W (M INER)) -
®XBER
BEAA=1TB8LAEA
—B22+F TEEX
ARMTFT AR¥TT
]
jrig 17,358,282 13,925,613
H /s 21,036 47,589
17,379,318 13,973,202

MBFEE ABPEREE  FEAATUARELEBE2RATRERBEN  MEESF/ARE2 HEN -
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MRS EHEERHE
1 —®aEs
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ARFR—ANEFNAZTNERBEPEARANE (PR 2fEaFERLA—KFGRAEIA
A RZIZTOF-_A-B  ARRBEPHAREBAR _FE=FrAZ T+ BEZRRESLET
2%53,830,000,000 G REEARE T2 BB ERH A —FREFRLE - RAFHBER ZFFOEF
NHTAREEERSTHHERQAER([ERDBEEED -

AR B R MG A R P B LB TR R AT E L H 45055 2748

ADAREMBASI (U THREIAEE) 21 BXKAES HEREEBEREERN  HEHERE
BRASKAMNERT -

ZEHHEATHMBEERCRIZETLFNANBERDREEGH AR -

6 |
RARRE-FTLEAASTRAEABENMBES P EMBEN S REETESHHARBANES
&EHERIF 345 ([ BB BHE)) BH - AMPIG AP RUBERERARE - SEAF+ A=+
B BT 9 — OE A

EEEMEE
BASLIDERANTHREAEBESEHMBESCETRE _SRLF T+ AZ T - HLEMBFERA
METTHA] - REREE (BRI /ST ERMBRSESEND S - AEARaHMBEARNMRERZE
HBREREE SR AR+ AT HUFEZFEMBRRMEANSIRE —H -

ERGIENS R UERT) MBEHRNEW  BAERE
BEMBMEEUNETR FRIANER

EE (MBHMBRERBEES®) —2EE8H EEMBRE £ 2NHEE
i (ERMBEES2REER) 2EER EMHRBAXTTETR
EH(ARMBEREREEES) REF 0% o B BA 15 R 15 AR E
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FEEEBERRGERAE
2007 fEESR L
BRSSP HREHRAR
RBEH
BEAR=+HIL~EA

= gRtFE —EBFREF

AE®FT ARETFT
BERBEANERSE 1,622,135 419,098
BERERANERE {950,563) (2,306,384)
METHELENFELRS 278,912 714,028
B EBSSTHEWEEM/ L) 950,484 (1,173,258)
HNResRBEESBWiEE 2,915,542 3,423,373
HrREeEBEBEDER 3,866,026 2,250,115

FOERANMIAEEESPHMBEROBREG -
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TREXEEGROERQAE

2007 hBATRE
BHRSATPHER2D X
AEEH
EINGE 32PN T PERE

BA Hitti#s ROBHA Chil B &t
ARETT ARBTFL ARBTLI ARKTT ARETT ARETT
ZRSAF-F-HEH 6,030,000 6,128,838 4,433,026 16,591,864 37,460 16,629,324
BEERES - (79,989) - (79.989) - (79,989)
KA - - 81,194 81,194 1,635 82,829
—ZRRFREBRE - - {723,600)  (723,600) - (723,600)
“RRAFAB=tEER 6,030,000 6,048,849 3,790,620 15,869,469 39,095 15,908,564
—@%tF-A-0EH 6,030,000 5,998,515 4,504,726 16,533,241 42,964 16,576,205
ERERES - (142,613) - (142,613) - (142,613)
A EE - - 1,155,110 1,155,110 4,716 1,159,826
mHBARSARE LA - - - - (10,843) (10,843)
“EZAFRERS - — {241,200}  (241,200) - (241,200
—8QtFERA=+HER 6,030,000 5,855,902 5,418,636 17,304,538 36,837 17,341,375

FI9EBBAMMELABRESTHEBENMERRD -
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PRERAERROERLA

2007 h B4
BRSSP HESER
AXBHEY
BEEAHA=1tBIL<HEA
—RBRL+F —BRRE
Bt AR¥TF AREFT

=% 6 17,379,318 13,973,202
BERAK (15,608,795) (13,370,061)
EH 1,770,523 603,141
Heapug A 14 187,896 79,702
TTHE—8HAN (372,052) (269,095)
B R 3 15 1,586,367 413,748
B E A 16 (216,249) (246,302)
e B B R H RHE I TR )& 2,715 3,656
BT EEANE 1,372,833 171,102
s 17 (213,007) {88,273)
ZHHE 1,159,826 82,829
G
ARRIERREEA 1,155,110 81,194
VEERREIENS 4,716 1,635

1,159,826 82,829
BE-#5kE 18 3,316,500 -
EAFBRBEFARGAINSREIN (LSRR AR R 19 0.19 0.01

FI9EBEMNMERBASESTHNBEROBRARD -
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TERLKEEGROARAT

2007 FEARS
FKIBEE BE
—getE —EFR
AB=ZE+A +_A=+-—A8
Bt AR%F=R AR¥TFL
af
kRBAME
EHIRITER 10 4,335,270 5,538,152
BRoE{EHF i1 1,800,000 —
BABEHEERSA 12 2,783,430 3,199,249
BIEH AL E 968,581 837,249
ERBARAESH 9,887,281 9,574,650
bl i R=R -
A SER 13 2,921,884 2,205,055
RHABAEHETEMER 507,394 515,189
EHETEX 10 - 400,000
EHETER -BHES 10 913,491 707,608
EmERAERE -ERHES 12 492,048 695,724
fERZ ARG IR 80,724 69,625
AR B 145,474 -
nEBafsst 5,061,015 4,593,201
- =i 14,948,296 14,167,851
BEXEER 32,289,671 30,744,056
THEERE 4,070,969 2,546,463
BEERTEBDA® 27,228,656 26,150,855

FI19EBANMTAMBRATHU B ERN OEMED -
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PEEREEBRGERLT
2007 I HiFRE

MG EPHEEAMERE
FBHEK iR %
—RE+F —BEBREF
AA=Zt+R +—-A=+—H
Bt it AEMT T AE®T L
BRE
ERBEE
BIEEE 7 23,007,390 23,463,851
T (s A 7 13,192 13,356
[y 46,427 46,427
BELARIRE 59,798 48,758
HEEHEREE 30,880 32,000
EEABEESEH 23,157,687 23,604,392
RBEE
A 707,184 635.735
EWESEREEE 8 4,367,653 3,490,403
HABRRREREERERER 191,121 97,984
NeERREERY 3,866,026 2,915,542
FHEESH 9,131,984 7,139,664
fEE 32,289,671 30,744,056
H#
ERAEBARFEABRGEDS
R 2= 9 6,030,000 6,030,000
HibfkEdH 5,855,902 5,998,515
# o B FE
—BER RS - 241,200
— EREE R R 18 3,316,500 —
—Hib 2,102,136 4,263,526
EARRBERE A ABERESR 17,304,538 16,533,241
LHRRER 36,837 42 964
Bm% 17,341,375 16,576,205
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2007 P EAFRE

BERERE

ANFERZRCEMEBUIRTESARRALEREREEL  UBFMTESTI AMR LMK - F
HEBECEMARRFIREHANTHEL  YRAELABIMEANSHEREFE

ERBERSHARAILTRAY (EHRA) METOMBEN(EEERERTA (B
B D)

BEEMARR  HEEFNEAMMANSSBET  SEEARARMAERNENREETEETAD
03 A <7 BT -

BHERE

AQRIHREBEELEEINASFRS  CHREH—ETERETARMMGTHBN(ETRETAESRITESRR
SHEEFAN ((ZEFAN EREFRESNZETRTR - ERAMAEERERFLBESRE AR
FREEEREFCUTEETIRCAMBEEREEEFLSNEE -

EEWRE
AR TR AR T I 0 OB A B AR U R AR 2 R UK (hitp/iwww.cscl.com.cn) E# e
FEEEH
TiFELBAERRGERLOT
BEER
THRE

hELEE S CEELFNANER

REFEFTFAY  $HiTEERFHERE REBAE B\ XELRBEALL  FBTEEREE
ol RREAL TAUEYE HFSAERBPELE BUFRTEFRHENEL BITAL -
AFRELLERLEREE »

FREHRFRTEEZRI00ET =87 657  HEREZZH -

* AR AN EE L BEE Y S China Shipping Container Lines Company Limited) IRIFEFELHE=Z + T B R AIEFIFEXIFEL
H-EEsna -
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PEELEERRGERDL T
2007 P HAERE

BEXEREEN BE_ZTLEXRAZTH  RARHIEABZITHRASHRM  HMBEHEOAL(HHE -
ESRARTHRAERMNRALABRMIAMBRG T AERBBFRBERIDEXNVE I E2R3TIHR
ERAMALTEBIAEEAERNAE  RBEEHFLPEGEIDEBRETLTELLTMFERELM
MERRHAE -

BR - HEHERG
YA QAL WM ECIBRSD - ARAFLEEAHBLARARANERBER R EADDEEBRD -

i 2

RIBBLFENRNEARNESE ). HERREFIREEE_TFCHERBZ=TOOIHRSENEF -
o RmEARERFMOTNETIR MRS EEEAARE3,316,500,0005T - BI& 10A% 7 BC5 SARAT AR -
TRBAREAGEEEECARNEANIESH - ASBRE_2RtFAAZTONTHAENED
BRrloAiLziE  HUREGBMNAAERE  ARSER BRI EREARRAGEEES ST TR

HRHWMEBARRBEARINEARBERYE
AHEABRTOAERHBLARRBEQRTNERUBRHE -

B - EIRRE

Bl —RZ+EANA=+0 KEMHEEEBE3649A  BR_FEBAF+_A=+—8EmM23A - BEHY
R B @I HAARR481,031,0007T - B4 - FEERZHPEGE (FE) BARNHBAGITESSH -
EfREEMRHSH493,0832M8 T EANAKEHEE RrAMMAL -

FEUNBIMe O EERTFH  HORBERRTEAL - FEAAEETRMA - ARRBHIELHH - &
HHEAREEEE INMBFHEE TERRAEEHS - ZFERTHEEEIRRALNN 5 RN
e

AEME THRRBAMIEAEAENETIER - AEFRSHIHAEMBARRTAENNETRRER -
THREREASERFNFERARMERR -
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HERERAPRERNRRNERER

BE-ZFT+LERAZTE  REQFEFABRTRARMD  THAL(BEE - BEF X

FEEEEERROBRAA
2007 HIsRE

TR AR

SNRADTENRAMBN T EARBESRPERIDEXVEI F2R3DBNREAMT 2R BREME
RHAR  FRB(EHFRHAREIDEBRECLELARAMFEZLMRMEEIRE

BRREW

B E (RE) B F)

FRH

Li Ka-Shing Unity

Trustcorp Limited

Li Ka-Shing Unity Trustee
Corporation Limited

Cheung Kong (Holdings)
Limited

Li Ka-Shing Unity Trustee
Company Limited

Hutchison International
Limited

Hutchison Whampoa Limited

Baring Asset Management

Limited

Northern Trust Fiduciary

Services (Ireland) Limited

"

RS

[ i B HERORE
WHE R 3,610,000,000
(4F8)

HAS 365,637,000
(1 &)

HEA% 365,637,000
(47 &)

HAR 365,637,000
(FE)

HE& 362,637,000
(47 &)

HA 362,637,000
(47 &)

HE 241,758,000
(11E)

HR% 241,758,000
(tF&)

HER 145,723,000
(F7 2

HA& 121,366,000
(47 &)

EEERE
=% OB
WA A 100%
FIERRIREE 15.11%

EH A AESR

FHRAREHEFHA 1511%

FHAREKSS®EA 15.11%

REREES 14.99%
A 14.99%
MHEEEA 9.99%
R /NGIE 9.99%
RERE 6.02%
REEA 5.02%

R

Bk

59.87%

6.06%

6.06%

6.06%

6.01%

6.01%

4.01%

4.01%

2.42%

2.01%




TERERBFERROARAT
2007 s

ES BEERBRETRARNROED
—REBREEREARRRER SR RET AT CARALR S ERARERASTENRRLEARA
SHARBBIT 2 AR S (DR EE ) BRREEE  RERANAERRADTNBRRAMA-E
PRENAZHARZBREBUNEEEHBERRE-FEAFAAZTARZFRLFAASLTR

EZBRAFAE -

BE-ZSTLEA=S+0  ZSEE EEERSESTBRABRRQAREBHRZEEZDNT ¢
B HAES - HEHRBE FaEERHRZ &6 HERTHREREB S
EE
| 871,000 B A 0.04 (47 &)
B 1,002,000 A A 0.04 (47 &)
HEE 101,000 WA A 0.00(4F &)
BN 300,000 MEERA 0.01 (§F &)
g 200,000 MEHEFA 0.01 (41 R&)
wh ez 88,000 THEAA 0.00(4F &)
REE 445,000 THEREF A 0.02(4F &)
RHE 300,000 TR A 0.01 (fF &)
HEA 720,000 MHAEA 0.03(41%&)
BEH
BT 450,000 WHEBA 0.02{8F %)
B8 60,000 MEEA A 0.002 (43 &)
B 1 112,000 A A 0.005 (4 &)
skEl 2 680,000 TR A 0.03(# &)

BEXHEBEN BE_EBLFAA=ZTE  EF EF ESTBRASRHEBRAIRE RRGES
BEEEEXVEFEIRSSBENGARTINBERM RARARL LB EE (ERREHLHEEMN
EXVER) FHERD - AR RBHETAGHRERAR (RRBREEHFRNERIDABATENUES -
Ef BSTRABKEBRATHEERNRARAMERMAR)  RREB(EFRBEEMN EIS2EE
HEALFFEEECMOERMER KRB LTLINMBLITBHXFN(LTRATNEFETRHRS
MIELETH) (BEAREEMEAERNEERARES) AN SRR MR AMERTRE -
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TERKEEGROBRAT
2007 P HiE

AEERHEENRBDECNECRIEIRESTE HTHFEEANARASRERN - EFHTH
BAAEELENRERE L EANRREERUENREEEER - FREC AR EENRALE
BHlE  URRTHAGAMNELRE -

FhE R R R AR

AEBABABAUZETEBERAEICEHE - Rl - RESBEXHTUARTLEERAE - At - AR®
B-ETTRFLAUNRBEAEHBEZRASRAEYEE T TREELGUERRYE -HBEARSE
AE RAPMAEMEANERBRAGLAAREG6034000 EHELREZHEFERRETOAARK
142,613,0007T - AT - HEUARZYVREIARERENRS  HEEFRERANNBRA RS HE - B
EERFHHERABE - ARFERAFRBERTRFLEEORE RO EHBOEEMZIEE Y&
BEZE  REEMAE SRRBSHSHRIAZAEMEEMNEREE  RESKENNERME

i

RoEE+ERA=S18 AEBHPITHEABRZ CE2F MMM E RAE A AKY3,896,455,0007T -
AEEBOITHNERBEHEZBEROERAAREG24,243,0007T ¢ 4 - ZEERERALMERERS
A ERIED B A AREY¥96,506,000T kAR 13,102,261,0007T °

XRAM
Be_TFLFAH=+H  FEEYBIMEAXSLRE -

B
RZBTLHNAZTE  FRFANWEMT

eRnE=Pl ERTRAHE Bt (%)
AE R 3,610,000,000 59.87
HRA% 2,420,000,000 40.13
=311 6,030,000,000 100.00




PEERBERROBRAT
2007 FF HRFRS

A - ﬂ?’ﬁﬂiﬁﬂ%ﬂXT%ﬁ%E’J%E%iﬁ FEREBR-_BELETHFFLENARMEERER - AR
BEREMYN URESERTEREBEREENERRDESRAEROER BELBREER
?ﬁ-ﬁﬁ‘%%ﬂﬂﬂé’ﬁﬁ%

nBES  MRERRETRE
AEMRHELNTIERFARABLEBENRENE T HEEANE L BAFEERE  HEEREH

BEMMARERSE  RNAHEDE  FEENELESREATFEAARE1,622,135000T - FEBEHR ST+
FRAZTHERFEETESE T A AKE3,866,026,0007T °

R_BBLFAA=TE  FEENEOTEEAFTARYS,248,761,0000T - BIHERERSHE_FTL
FEZF-NEHM - FOAR - FRERAARYI13,491,0007T - RE-FRBHRAARE1,103,211,000
T REZFEENFERAARYK2,633,232,000t R AFHBRAARKES98,827,000T - KEHHE
HETEXIZRAFERENHMEORE -

RIETHFNAZHE  AEEHOEHRTERULE AEN7,000,403,000 (ZEE X NE+_A=Z+—
H: AR%7009915000/) 7 THEEN SEEMNMANEEMAEEKR -

R-FFLFERAZTE  ZREKA0OFHEMELIARE BER  BHFFEET 2 HARMEMRIE
ZBEHFBTHPRERTEESTERK -

ARRLEANEZHA AEBEMRERAERESH AR 3,275.478,000T © FIMERUABR S HE=
ZTH+HFE_T—AFHME BANR —SFRERAARK4L92,048,0000T : RE_FAERBARYE
520,965,000/ ' RBE=FEERATFTERBARE1,503,420,000L BN A F & B AR 759,045,0007T « &
CEENENRERERENRENEXANAE -

RZFZE+LF—R-HZA AEBREREZMBANEI T HEPNEEHBESE Y HAHZAR
BEE -R_ZT+F  FEEEZAEZFHABARNRI THABE BREANREHEHERAS - FHNE
HEE AnEzEAESREMMNDEI A ARYES30,301,000 B ARM957,684, 000t EHE L EMN
AENPpEHERAER 2T cF - A —AEHRARLE  BfMESE AR 127,383,000 8 W - B HELH
Fﬁﬁ/\,ﬁﬁ °

e

ATEZLFAAZHA - AFENFARAECRABRBRRER L R) A372%  ER-_FFAF+=A
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Financial Highlights

1/1-30/6/20071 1/1-30/6/2006"
Key indicators
Return on equity after taxes? 25.0% 12.7%
Return en equity after taxes, adjusted?? 17.5% 12.8%
Return on equity before taxes? 36.3% 19.9%
Return on equity before taxes, adjusted®? 28.1% 20.0%
Cost-income ratio (based on total revenues) 47.6% 58.2%
Operating performance 11-30/6/2007 11-30/6/2006"
Operating profit €2,089m €1,343m
Profit before tax €2.054m €1,020m
Net profit €1,394m €654m
Earnings per share €1.80 €0.87 |
Earnings per share, adjusted? €1.30 €0.87
Balance sheet figures 30/6/2007 31112120064
Total assets €437.6bn €358.3bn
Shareholders” equity €23.4bn €21.9bn
Key capital ratios compliant with German Banking Act (KWG} 30/6/2007 3111220061
from the disposal of discontinued operations} €22.8bn €21.6bn
Risk-weighted assets €144.2bn° €137.4bn
Core capital ratio {including inflow 1o shareholders' equity arising
from the disposal of discontinued operations) 15.8% 15.8%

30/8/2007' 31/12/2006"

Employees 24,967 25,738
Branch offices Ba7y 785

1 withow discontnued operations

2 returm on equity relating to 6.8% tied equity capdal as a proporion of average risk-weighted assets

3 2007 figure adjusted for the etect arising irom interest payable on the purchase price relating to the sale of discontinued
operations, the gains on disposal of Indexchange and Minchener Riickversicherungs-Gesellschaft AG and restructuring costs;
2006 adjusted for restucturing costs

4 HVB Group new: pro forma Jigures ol continuing operations

5 including €0.3 billion discontinued operations (HVB AG branches Vilnius and Tallinn}

Core capital (including inflow 10 shareholders’ equity arising
|
|

SHARE INFORMATION 111-30/6/2007 31/12/2006
Share price: Reporting date €41.98 £33.03
High €42.50 €36.65
Low €32.30 €25.52
| Market capitalisation at reporting date €33.7bn €24.8bn
Ratings
LONG-TERM  SHORT-TERM GUTLOOK PUBLIC MORTGAGE
. _PEANDBRIEFS _PFANDBRIEFS
| Moody’s Al P-i stable CAal' Aat'
| S&P A A positive AAA —
= Fitch Ratings A F1 positve  AMA AMA

1 on “review for passible upgrade” since May 14, 2007 I
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Financial Review

GERMAN COMPETENCE CENTRE OF ONE

OF THE LEADING BANKS IN EUROPE

Major steps to realign the organisational structure
Hypovereinsbank (HVB) pressed ahead with its strategic realignment
in the first half of 2007, reaching significant milestones. The transfer
of our activities in Austria and central and eastern Europe was
completed in the first quarter of this year. HypoVereinsbank is now
the competence centre within the UniCredit Group for operations in
Germany and for group-wide investment banking activities.

On April 1, 2007, the investment banking business of UniCredit Banca
Mobiliare (UBM) was transferred against the issue of new shares of
common HYB stock. This transaction was a significant step towards
bundling the investment banking operations of the entire UniCredit
Group at HypoVereinsbank. At the same time, it reinforces our pos-
ition as one of the leading European investment banks.

At this point, we would like to expressly thank our staff and their
representatives. Their willingness to embrace change and simultan-
gously work hard to ensure our commerciat success represents the
platform on which our strong performance is based. This gives all of
us the seif-confidence we need to build a successful future.

Dynamic growth in Germany and Europe

It has been possible to complete the integration of HypoVereinshank
into the UniCredit Group very successfully and much earlier than
planned. The Integration Office was closed in May of this year. The
remaining integration activities will be implemented by the divisions
responsibie for the operations. The UniCredit Group highlighted its
aspiration to strategically shape the European conselidation process
through its combination with taly-based Capitalia announced on
May 20, 2007, This transaction, which is to be implemented as a
merger in exchange for shares in October this year, reinforces
UniCredit's aspirations of being one of the leading banks in Europe.
This once again illustrates how attractive it is for HypoVereinshank
to belong to a dynamic, fast-growing group.

Annual General Meeting adopts resolution on squeeze-out
The 130th Annual General Meeting of HypoVereinsbank took place in
Munich on June 26 and 27 On June 27, our shareholders approved the
transfer of the shares held by minority shareholders to UniCredit in
return for a cash compensation of €38.26 by a majority of 98.77% of
the votes cast. The squeeze-out is a logical step in the course of
restructuring our European Group, by means of which we will complete
the integration of HypoVereinsbank into the UniCredit Group also under
company law. UniCredit is taking this step to simplify the operating
processes at HypoVereinsbank in order to continue shortening the

time it takes to respond to changes in the market. At the same time,
UniCredit is reinforcing its economic interest in the German market,
thus reinforcing HypoVereinsbank's role within the corporate group.

Disposal of securities processing and custodial activities

At the beginning of July, HypoVereinsbank announced the sale of its
securities processing and custedial services to the French financial
service provider CACEIS S.A.S. by the end of 2007, CACEIS intends to
base its German custodial business in Munich and is taking over our
Financial Markets Service Bank subsidiary (FMSB) to this end. FMSB
will be renamed CACEIS Bank Deutschland by the end of the year.
The 500 or so FMSB employees have received employment guarantees
until 2009. CACEIS has also undertaken to operate both FMSB
facilities in Germany for at least five years.

We have found a strong strategic partner in the form of CACEIS, as it
has an excellent level of knowledge in international custedial oper-
ations. Thus we can ensure that the quality and service will remain at
a high level for our customers. At the same time, the sale enables us
to realise tangible cost reductions in our operations and to concen-
trate more fully on our core competencies.
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CORPORATE STRUCTURE AND BUSINESS QPERATIONS
Legal corporate structure

Bayerische Hypo- und Vereinsbank Aktiengesellschaft {HVB AG) was
formed in 1998 through the merger of Bayerische Vereinsbank
Aktiengesellschaft and Bayerische Hypotheken- und Wechsel-Bank
Aktiengesellschaft. It is the parent company of HVB Group, which is
headquartered in Munich. HVG AG has been an affiliated company of
UniCredito taliano S.p.A., Genoa (UniCredit), since November 2005
and hence a major part of the UniCredit Group from that date as a
sub-group.

HypoVereinsbank made decisive progress with its strategic realign-
ment in the first half of 2007, Based on the resolution adopted by the
Supervisory Board and the Management Board on September 12,
2008, which was approved by our shareholders at the Extracrdinary
Shareholders' Meeting on October 25 last year, the shares in Bank
Austria Creditanstalt AG (BA-CA} and Joint Stock Commercial Bank
Ukraine (HVB Bank Ukraine} were transferred to UniCredit, and the
shares in Closed Joint Stock Company International Moscow Bank
(IMB) and AS UniCredit Bank (formerly HVB Bank Latvia AS, Riga) to
BA-CA, in the first quarter of this year. Legal actions challenging the
resoclutions of the Extraordinary Shareholders’ Meeting of October 25,
2006 are still pending in the first instance. {(For more information,
please refer to the section entitled “Operational risk” in the Risk
Report.)

At the end of March, the Board of Directors of UBM together with the
Management Board and Supervisory Board of HypoVereinsbank
approved the contribution of UBM's investment banking business
against the issue of 51,684,532 new shares of common HVB stock,
based on an evaluation report prepared by PricewaterhouseCoopers
AG Wirtschaftsprifungsgeseltschaft (PwC). The transfer took effect
on April 1, 2007,

As UniCredit has already held at least 95% of HVB’s capilal stock since
January 23, 2007, UniCredit's direct and indirect stake increased as

a result of the capital increase. Its holding in HVB's capital stock
totalled around 95.45% at the time of the Annual General Meeting on
June 27, 2007,

Shareholders approve squeeze-out

Qn January 23, 2007, UniCredit announced its intention of acquiring
the shares in HypoVerginsbank held by minority shareholders through
a squeaze-out procedure, At the Annual General Meeting of Share-
holders on June 27, 2007, a majority of 98.77% of the votes cast
approved the transter of HYB AG to UniCredit for a reasonable cash
compensation (squeeze-out). The level of cash compensation had
already been determined at €38.26 per share on May 9 by UniCredit's
Board of Directors based on an expert opinion prepared by the audit-
ing company Ernst & Young AG Wirtschaftspriifungsgesellschaft,
Steuerberatungsgesellschaft and confirmed as reasonable by the
court-appointed auditor, the auditing company Warth & Klein GmbH
Wirtschaftsprifungsgesellschaft. In the statements on the qualifying
date both auditing companies again confirmed the level and the rea-
sonableness of the proposed cash compensation at June 26, 2007,
the first day of the Annual General Meeting.

At the Annual General Meeting of HVB AG on June 27, 2007 a
resolution was adopted, upon a motion submitted by shareholders
regarding item 10 of the agenda, to assert cfaims for compensation
against current and former members of the Management Board and
Supervisory Board of the Company as well as UniCredit S.p.A. and its
affiliated companies — including their legal representatives in each
case — for financial damage caused as a result of the sale of Bank
Austria Creditanstalt AG and by the conclusion of the Business Com-
bination Agreement (BCA). A special representative was appointed to
assert the claims. Legal action challenging this resolution has mean-
while been filed by our majority shareholder, UniCredit S.p.A., espe-
cially because the resolution in terms of content and the parties
against whom claims can potentially be asserted is much too vague,
making the resolution ineffective. HVB AG assumes that there are
very good reasons in favour of the resolution on the assertion of
claims for compensation and the appointment of a special represen-
tative (agenda item 10} not being legally effective. In this connection
the special representative, who is assuming that the resolution
adopted by the Annual General Meeting is effective, has applied for
a temporary injunction. HYB AG will oppose this application,

Until the completion of the squeeze-out, which takes effect when
entered in the commercial register, HVB AG’s shares of common
stock will continue to be admitted to official trading on all German
stock exchanges as well as on the Vienna Stock Exchange, Euronext
in Paris and the SWX Swiss Exchange.

Half-yearly Financial Report at June 30, 2007 - HypoVerginsbank 7




Financial Review continued

information pursuant to Section 315 (4), German
Commercial Code, in conjunction with the German
Takeover Directive Implementation Act

In connection with the contribution of UBM's investment banking busi-
ness by capital increases for contributions in kind, the subscribed cap-
itat of HVB AG increased by €155,053,596.00 to €2,407151,016.00
compared to the end of 2006. The capital increase was entered in the
commercial register on April 3, 2007

Since this date, the subscribed capital of HYB AG has fotalled

€2,407151,016.00 and is divided into

a) €2,363,490,216.00 shares of common bearer stock, broken down
into 787,830,072 no par shares

b} €43,660,800.00 non-voting shares of registered preferred stock,
broken down into 14,553,600 no par shares.

The comman bearer stock makes up 98.19% of capital stock and the
preferred stock 1.81%.

Shareholders holding shares of common bearer stock are entitled to
attend the Annual General Meeting of Shareholders and exercise their
voting rights subject to the conditions set out in Article 18 (2) of the
Articles of Association. Each share of common stock is vested with
one vote at the Annual General Meeting of Shareholders.

Each sharehalder has the right to ask questions and speak at the
Annual General Meeting of Shareholders, although the meeting chair-
man may limit the right to ask questions and speak as appropriate.

The shares of both common stock and preferred stock benefit from
the equal disbursement of any profit distributions (dividend payment).

The preferred shares are nen-voting and registered. They receive an
advance share of profits of €0.064 per no par share, payable out of
the cumulative profit on a cumulative basis, as well as a further share
in the profits of the same amount as the shares of common stock.
The ¢laim to payment of the advance share of profits on a cumulative
basis is granted to the holders of preferred stock as a separate right.

Sharehalders holding shares of registered preferred stack are entitled
to attend the Annual General Meeting of Shareholders subject to the
conditions set out in Article 18 (1) of the Articles of Association,

In the event of a capital increase, the hotders of common and pre-
ferred stock normally have a subscription right. The Management
Board may exclude this subscription right if it is authorised te do so
by a resolution adopted by the Annual General Meeting of Share-
holders or by an amendment to the Articles of Association approved
by the Annual General Meeting of Shareholders.

In addition, the holders of common and preferred shares enjoy the
other rights granted by the German Stock Corpaoration Act.

Under Article 6 {2} of the Company's Articles of Association, the
shares of registered preferred stock may only be transferred with the
Company’s approval. Compliant with Section 71 b} of the German
Stock Corporation Act, treasury stock does not confer any rights to
the Company. The Management Board is not aware of any restrictions
regarding the exercise of voting rights or the transfer of shares that
might arise from agreements between shareholders.

Compliant with the notifice dated November 22, 2005 pursuant to
Section 21 of the German Securities Trading Act, UniCredit has
held 93.9% of the capital stock and 93.8% of the voting shares of
common bearer stock in the Company, of which 0.001 % indirectly,
since Novemper 17, 2005. According to an ad hoc notifice dated
January 23, 2007, the interest in HVB AG’s capital stock had
increased to 95% by this date.

On April 10, 2007, after implementing the capital increase for contri-
butions in kind, UBM, a wholly cwned subsidiary of UniCredit,
informed the Company, compliant with Section 21 of the German
Securities Trading Act, that it had held 6.56% of the voting capital

in HVB AG since April 3, 2007. On May 16, 2007, the date on which
the Annual General Meeting of Shareholders was called, and during
the Annual General Meeting of Sharehelders on June 26 and 27,
2007, at which ane of the resolutions adopted on June 27 was on the
transfer of the shares of minority sharehelders to UniCredit, UniCredit
held a diract interest of 88.8% and an indirect interest (via its UBM
subsidiary) of a further 6.56%, totalling 95.36% of the voting capital.
The direct and indirect interest in HVB AG's capital stock stood at
around 95.45%.
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The Company has not issued any shares that confer any special influ-
ence over the Company's executive bodies and hence any special
control powers.

There is no distinction between control of voting rights and share with
regard to employee holdings. Where Company employees have
acquired Company shares, they can exercise their voting rights in the
same way as any other shareholder: either in persen or through a
Proxy.

The appeintment and dismissal of members of the Management Board
is based on the legal provisions set forth in Sections 84 and 85 of the
German Stock Corporation Act. Under Section 179 of the German
Stock Corporation Act, amendments to the Company's Articles of
Association require a resolution from the Annual General Meeting of
Shareholders. Such a resclution requires a majority of at least three
quarters of the capital stock represented when the resolution is
adopted. Article 21 (2) of the Company's Articles of Association ¢on-
fers to the Supervisory Board the authority to make amendments to
the Articles of Association that only affect the wording but not the con-
tent (amendment of the wording).

A resolution adopted by the Annual General Meeting of Shareholders
on April 28, 2004 authorises the Management Board to issue shares
from the authorised capital increase (Section 202 et seq., German
Stock Corporation Act) in accordance with Article 5 (2) of the Com-
pany's Articles of Association. Following the partial utifisation of the
authorised capital increase in April this year, Article 5 (2}, 1 and 2 of
the Company's Articles of Association is worded as follows “The Man-
agement Board, with the consent of the Supervisory Board, is autho-
rised until April 29, 2009 to increase the Company’s share capital by
issuing new shares in exchange for contributions in cash or kind, one
or several times but in an aggregate volume of no more than
278,315,468 shares in a total par value of €834,946,404.00. Either
only comman shares or common shares and non-voting preferred
stock vested with the same rights as the already existing non-voting
preferred stock may be issued.”

The Management Board is hereby authorised, with the approval of
the Supervisory Board, to exclude the subscription rights of the
shareholders in the instances listed individually in Article 5 (2) of the
Company's Articles of Association in accordance with the authorisa-
tion granted on April 29, 2004.

Moreover, a resolution adopted by the Annual General Megting of
Sharenolders on May 14, 2003 autharises the Management Board
until May 14, 2008 to issue equity warrant bonds, convertible bonds,
dividend bonds, option certificates and convertible certificates with an
option ar conversion right and/or conversion obligation into shares of
common bearer stock of Bayerische Hypo- und Vereinsbank Aktien-
gesellschaft or dividend bonds (with or without option or conversion
right/obligation) compliant with Section 221 of the German Stock
Corporation Act in euros or any other legal tender. The total nominal
value or equivalent amount may not exceed an aggregate of
€1,500,000,000.00. Under Article 5 (4) of the Company’s Articles of
Association, a conditional capital of €375 million is available to grant
shares of common stock to the holders of bonds and certificates
issued in accordance with the authorisation granted on May 14, 2003.

Furthermore, the Management Board is authorised compliant with
Section 71 {1) No. 7 of the German Stock Corparation Act to buy and
sell treasury stock for trading purposes by a resolution adopted at the
Annual general Meeting of Shareholders held on June 27, 2007.

Moreover, the Company is pesmitted to buy treasury stock in the
instances provided for in Section 71 (1) Nos. 1-5 of the German
Stock Corporation Act.

There are no significant agreements at HVB AG that are subject to the
condition of a change of control following a takeover offer.

No compensation agreements have been reached with members of
the Management Board or employees in the event of a takeover offer.
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Financial Review continued

Main preducts, sales markets,

competitive position and facilities

HVB Group offers a comprehensive range of banking and financial
products and services to private and corporate customers as well as
pubiic-sector customers. Qur range extends from mortgage loans
and banking services for consumers, private banking, business loans
and foreign trade finance through to fund products, advisory and
brokerage services, securities transactions and wealth management.

Following the transter of its interests and business activities in Austria,
central and eastern Europe, Russia, Ukraine and the Batic states,
HVEB Group will in future focus on Germany as its core market within the
UniCredit Group. Moreover, there is the possihility of entering markets
in other regions of Europe {notably Scandinavia and Benelux). The
completed transfer of UBM's investment banking business is a first
step towards locating and bundling the competence centre for the
investment banking operations of the entire UniCredit Group at
HypoVereinsbank, not only virtually but also in legal respects. At the
same time, it reinforces our position as one of the leading European
investment banks,

Organisation of management and control

The Management Board of HVB AG is the Company's management
body. The Management Board provides the Supervisory Board with
regular, timely and comprehensivg reports on all issues relevant to
corporate planning, strategic development, the course of business
and the state of HVB Graup, including the risk situation.

In connection with the integration of the investment banking activities
into HVYB AG, the Supervisory Board of HypoVereinsbank appointed
Stefan Ermisch, Chief Operating Officer of the Markets & investment
Banking Division of the UniCredit Group, to act as a new member of
the Management Board of HVB AG with effect from March 21, 2007,
Alongside his divisional function at UniCredit, he is responsible pri-
marily for the organisation and integration of the globa! investment
banking activities of the UniCredit Group in HYB AG. With the appoint-
ment of Stefan Ermisch, we are responding to the rising importance
of investment banking at HVB.

The Supervisory Board of HVB AG has 20 members and includes
equal numbers of representatives of the shareholders and employ-
ees. The task of the Supervisory Board is to monitor and advise the
Management Board as it conducts business. To support its work, the
Supervisory Board set up three committees: the Remuneration &
Nomination Committee, the Audit Comrnittee and the Negotiating
Committee.

HVB AG conducts risk monitering and risk management on a group-
wide basis. The monitoring Systems are geared to identifying risks at
an early stage. In 2007, risk control and risk management are com-
bined under the area of responsibility of the Chief Risk Officer, who
reports to the Audit Committee of the Supervisory Board on a regular
basis. Please refer to the Risk Report of Management's Discussion
and Analysis contained in the 2006 Annual Report for further details.

A list showing the names of ali of the members of the Management
Board and the Supervisory Board of HVB AG is given in this Half-
yearly Financial Report under Note 31, “Members of the Supervisory
and Management Boards”.

Basic features of the remuneration system

Structure of compensation paid to members

of the Management Board

We explained the structure of the compensation paid to members of
the Management Board in our 2006 Annual Report, on pages 55 and
56 of Management's Discussion and Analysis. Where there have
been any significant changes in compensation policy in 2007, we will
describe these in the passages below. The direct compensation has
three companents comprising fixed and variable elements: fixed
compensation, variable compensation as a bonus featuring profit-
related components {shori-term incentive) and a long-term incentive.

The bonus is a short-term incentive, the size of which depends on
certain targets agreed at the beginning of the year with all members
of the Management Board being met. The targets are shown in
scorecards and include team targets, core targets and two compe-
tencies from the area of values and leadership. Team targets have a
weighting of 20%, core targets 50% and competencies 30%. There
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is a maximum of two team targets. Members of the Management
Board responsible for a business division have core targets which
consist of the HVB division’s contribution to the profit of the group
division and the HVB division’s EVA {economic value added, a key
management ratio in the UniCredit Group). Other members of the
Management Board have a maximum of two financial or operational
targets. Thus the commercial targets remain largely geared to the
perfermance of HVB.

As in the previous year, information on the amount of compensation
paid to members of the Management Board will be provided in the
note entitled “Information on relationships with related parties” in the
nates to our consolidated financial statements at the end of 2007

(cf. pages 177 and 178 of the 2006 Annual Report for more details).

Compensation paid to members of the Supervisory Board

The compensation paid to members of the Supervisory Board is regu-
lated in Article 15 of the Articles of Association of HVB AG, The com-
pensation is divided into a fixed and a variable, dividend-dependent
compenens and had not changed up to the middle of 2007 compared
to the outline provided in Management's Discussion and Anatysis on
pages 56 and 57 of HVB Group's 2006 Annual Report.

As in the previous year, information on the amount of compensation
paid to members of the Supervisory Board will be provided in the note
entitled “Information on relatienships with related parties” in the
notes to the consolidated financial statements at the end of 2007

(cf. page 179 of the 2006 Annual Report}.

Internal management

One of HVB Group's most important objectives is a sustained increase
of corporate value. To take account of capital market requirements
and the necessity of value-based management, we have implemented
the concept of dual steering without any changes.

In the second half of 2007, this dual-steering concept will continue to
be harmonised with the steering of the UniCredit Group.

GENERAL SITUATION AND

INDUSTRY-SPECIFIGC ECONOMIC TRENDS

Macroeconomic situation

Global economic activity continued to be buoyant in the second
quarter of 2007, fuelled in particular by strong grawth in emerging
markets and the eurc area. While global price develepments continue
to be influenced by changes in commodity prices, consumer price
inflation has remained relatively steady overall.

However, there are still no clear signs of recovery in the US econ-
omy. After the very weak first quarter, US economic growth should
only pick up slightly in Q2 following the recent reports of a sharp
stowdown in the housing market, Indeed, the main economic indica-
tors, such as industrial production and the ISM manufacturing index,
picked up in June, point towards a sustained upturn in the industrial
sector. However, consumption data has begun to reflect some

of the effects of the sharp slowdown I the housing market, which
appears to be continuing. US growth is expected to have averaged
about 2.5% in the first half of this year.

Conversely, the euro-zone economy has surprised on the upside both
last year and this, with the first half of 2007 confirming a very healthy
picture,

Confidence indicators continued to improve in the first half of the
year: in May, the economic sentiment index (a weighted average of
consumer, business, construction and retail confidence calgutated
by the European Commission) hit its highest leve! since 2001.

Half-yearly Financial Report at June 30, 2007 - HypoVereinsbank 11




Financial Review continued

On the back of the described trends, the euro strengthened further
against the US dollar, reaching a new record high of around 1.38. The
differential speed of the economies has also been reflected in a nar-
rowing of the bond yield spread to around 50bp, compared to around
BObp at the end of 2006, The second quarter of 2007 proved very
positive for internationa! stock markets as well, although interest rate
fears triggered a healthy market correction in June.

The German economy confirmed its strong momentum in Q2,
notwithstanding some uncertain signals from current business senti-
ment indicators. Despite the impact on German consumption of the
rise in VAT in the first quarter of 2007, domestic demand growth

ig consolidating, with both investment and private consumption
strengthening, The favourable trend on the German labour market
remains particularly encouraging, and industrial activity continues to
move in a positive direction. Moreover, consumer sentiment keeps
improving.

Specific trends affecting the banking sector in Germany
Banks' profitability drivers displayed an encouraging pattern averat
during the second quarter of 2007, confirming our positive expect-
ations for profit growth this year. In particular, the second quarter
proved very positive for the non-interest components, with German
stock markets markedly on the rise, comfortably outperforming its
European peers and setting an upbeat tone for the mutual fund
industry as well.

At the same time, net interest income drivers partly suffered from a
renewed weakness of lending growth, which was marginally negative
during the quarter. This is attributable to the government and self-
employed sectors together with continued weak demand for housing

loans resutting in part from construction of new homes being brought
forward to take advantage of the home-owner subsidy prior to fts aboli-
tion and to beat the increase in VAT, These effects had petered out at
the beginning of this year. In line with a very strong business cycle,
however, growth in demand for financial resources from non-financial
enterprises was particularly buoyant, offsetting the weakness of the
other sectors.

On the funding side, the increase in deposits continued to cutstrip
lending growth, thanks mainly to time deposits. Looking at bank
interest rates, rates on cutstanding loans again remained virtually
unchanged in the second quarter, due te the prevalence of fixed-rate
loans, while deposit rates rose. The spread (difference between lend-
ing and deposit rates) has continued to narrow as a consequence.
On & positive note, the spread caiculated on new business rates is
gradually widening.

BUSINESS SITUATION AND DEVELOPMENT

OF INCOME OF HVB GROUP

The transfers agreed by the Management Board and Supervisory
Board on Septemper 12, 2006 (see also the section entitled “Legal
corporate structure” in the Financial Review earlier in this Half-yearty
Financial Report}, which were approved by the Extraordinary Share-
holders’ Meeting on Qctober 25, 20086, represent a discontinued
operation as defined by IFRS 5. Hence the results of the discontinued
operations are anly shown after the profit after taxes and minorities of
the new HVB Group (continued operations) in the income statement.
The comparative figures for the previous year have been adjusted.

Except for the branches in Vilnius and Tallinn, all the companies and
sub-groups defined to date as discontinued operations {BA-CA Group,
IMB, AS UniCredit Bank and HVB Bank Ukraine) were transferred in the
first quarter of 2007 and deconsolidated with effect from January 1,
2007 Hence in the income statement for the new HVB Group in 2007,
only the profit from the activities of the Vilnius and Tallinn branches up
to the ecenomic completion date of March 1, 2007 are shown in the
separate income statement items "Net profit after tax of discontinued
operations” and “Minority interest in the net profit of discontinued oper-
ations” alongside the gains on the deconsolidation of the transferred
sub-groups and companies, including the respective taxes and minority
interests, after the profit of the new HVB Group. The comparative
figures for the previous year, on the other hand, still contain the profit
from ardinary activities of the transferred companies.
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Discontinued operations account for €3,690 million (previous year:
€1,052 million} of the net profit of €5,084 million after deduction of the
mingrity interest of the full HVB Group {previous year: €1,706 million) as
a result of the gains realised on the deconsolidation of the BA-CA Group,
IMB, AS UniCredit Bank and HVB Bank Ukraine. At €1,394 miliion, the
profit from continuing operations (net profit of HYB Group new) more
than doutied compared to the same period last year.

Operating profit

The operating profit of HVB Group rose by more than half to reach
€2,089 million compared to the highty successful first half of 2006.
The rise in operating profit over the same period last year is solely
due to the Increase of around one quarter in totat revenues. This

has produced a significant improvement in the cost-income ratio by
10.6 percentage points to reach 47.6% (percentage of total revenues
made up by operating costs). After the first six months of 2007, this
good operating performance enabled us to easily reach the ambitious
targets we mentioned in Management's Discussion and Analysis in
the consolidated financial statements at December 31, 2006 (on
page 68 of the 2006 Annual Report) for achieving a tangibie increase
in total revenues with only a slight rise in operating costs and thus an
improvement in the cost-income ratio.

Net interest income
Compared to last year, net interest income increased by 22.9% to
€1,913 million.

This rise was driven strangly by the inflow of funds from the disposals
of discontinued operations. Apart from the inflow of contractually
agreed interest payments on the purchase price for the period since the
Extraordinary Shareholders’ Meeting in October 2006 and the invest-
meni of the gains realised on the disposals, this included the cessation
of the funding expenses compared to the previous year.

The investment banking activities transferred from UBM have a nega-
tive effect on net interest income on account of the refinancing of the
trading portfolios. These expenses are dirgctly related to the very
good trading profit arising from these investment banking activities.

This effect of initial consolidation in net interest income was offset
by far higher trading-generated components in other parts of the
Markets & Investment Banking division within HVB AG.

Excluding the factors tisted above {liquidity advantages arising from

the disposal of companies, the effect of initial consolidation arising

from the transfer of UBM's investmeni banking activities and trading- |
generated interest components), net interest income was slightly !
higher than at this point fast year.

Interest and similar income from dividends and other income from
equity investments increased by €84 million to €231 million, mainly
as a result of a rise in dividend payouts from private equity funds.

Net fees and commissions

At €975 million, net fees and commissions after the first six months
of 2007 almost matched last year’s figure {down 1%), despite the
ahsence in 2007 of the gains on the disposal of the Activest com-
panies in the middle of 2006 and the sale of Nordinvest and Index-
change in January 2007, Adjusted for currency, initial consolidation
and deconsolidation effects, net fees and commissions rose by

5.3% compared to the high figure last year. Qur continued success
in selling innovative investment products in securities and custodial
services such as “HVB 6% Zins Ass”, “HVB Best of Fonds Zertifikate",
“HVB Zukunftszertifikat I, “HVB 8% Favorit Anleihe”, “Favorit Ex-
press Zertifikat” and “HVB Bonus Zertifikat Continental Star” helped
us to achieve this good result. Overall, net fees and commissions
generated from securities and custodial services almost matched the
good figure reported in the first half of 2006 (adjusted for the effects
of initial consolidation and deconsolidatien), declining by 1.1%. The
contributions to earnings from lending operations developed excep-
tionally well, rising by a significant 19.7%, with other service opera-
tions posting a sharp 43.3% increase.

Net trading, hedging and fair value income

At €819 million, a record result in net trading, hedging and fair value
income was achieved. This is the highest half-yearly result in the
Bank’s history, even without the positive effect totalling €171 million
from the inclusion of UBM's investment banking activities for the

first time. In a very friendly capital market environment, the 35.7%
year-on-year increase in the net ingome from financial instruments
held for trading to €643 million, particularly contributed to the result.
At the same time, interest and currency-related operations deubled to
€257 million while dividend income generated from trading cperations
rose 6.4% to reach €300 million. In addition, gains on the realisation
of private equity are being reported under net trading, hedging and
fair value income for the first time as of the end of 2006. These gains
amount to €99 million in the first half of 2007, (These were still
included under net income from investments at June 30, 2006.)
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Financial Review continued

Operating costs

Operating costs increased by 1.5%, to €1,898 million, compared to
last year. The rise is a result of higher payroll costs and an increase in
other administrative expenses, while there was a reduction in amorti-
satien, depreciation and impairment losses on intangible and tangible
assets. In net terms, initial consolidation and deconsolidation effects
reduced the operating costs as a whole. Adjusted for consolidation
and currency effects, the total operating costs would have increased
by 2.1%. The increase results substantially from higher expenses for
profit-related bonus payments contained in payroll costs and the
effect of the rise in VAT to 19% contained in other administrative
expenses.

Provisions for risks and charges

Provisions for risks and charges declined from €46 million in the {irst
half of 2006 to €25 million as at the end of June 2007, The total for
the current financial year mainly contains provisions in connection
with potential repurchase commitments arising under real estate
transactions.

Net write-downs of loans and provisions for

guarantees and commitments

At €390 million, net write-downs of loans and provisions for guarantees
and commitments at the end of June 2007 are 5.3% below last
year's figure (€412 million).

Net income from investments

Net income from investments amounted to €383 million at June 30,
2007, The total includes gains of €219 million realised on the sale of
Indexchange Investment AG to Barclays Bank PLC and of €47 miflion on
the sale of Norddeutsche Investment-Gesellschaft mbH (Nordinvest to
the Pioneer Group. In addition, the gain on the sale of the remaining
shares in Miinchener Rilckversicherungs-Gesellschaft AG at €113 milllion
favourably impacted net income from investments. Thus HVB has

completely divested itself of its remaining holding of around 2,2% in
Miinchener Riickversicherungs-Gesellschaft AG, continuing to system-
atically implement its strategy of reducing non-strategic financial invest-
ments. This will have no effect on the successful co-cperation between
HVB, Munich Re and ERGO, which will be continued in the future. At
€138 million in the first half of 2006, net income from investments
essentially contained the gains realised on the reduction of our interest
in Babcock & Brown Limited (€55 miilion) and in Deutsche Lufthansa AG
(€40 million).

Profit before tax

At €£2,054 million, profit before tax is double the amount posted at
this point last year {€1,020 million), Even without the favourable
effect arising from interest payable on the purchase price relating to
the disposat of discontinued operations of €93 million, the gains of
€219 million and €113 mitfion realised on the sale of our holdings in
Indexchange and Miinchener Rickversicherungs-Gesellschaft AG,
respectively, and adjusted for restructuring costs, profit before tax, at
an adjusted figure of €1,632 million, would have increased almost
60% compared to the same period fast year.

Minorities and net profit

Income tax accounts for €617 million and minorities account for

€43 miltion of the profit before tax. After deducting taxes and minor-
ities, we generated a profit of €1,394 million, which is more than
double the profit eamed in the same period last year. Even when
adjusted for the non-recurring effect from interest payable on the
purchase price, the disposals of Indexchange and Minchener Riick-
versicherungs-Gesellschaft AG and restructuring costs, we succeeded
in improving last year's profit by more than half to €1,012 million.

We have adjusted the retum on equity of the new HVB Group to comply
with the customary definition in the UniCredit Group. Adopting a purely
economic approach, we will thus report this figure based on 6.8% of
tied equity capital related to the average risk-weighied assets in our
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financial communications in future. The figures for the previous year
have been adjusted accordingly. In the numerator of the ratio, we have
adjusted the respective profit variable by imputed interest on to what is
known as the average capital surplus. The interest rate applied in this
context is the same as the rate used when assessing the equity capital
allocated for companies assigned to several divisions in segment report-
ing (2007 3.8%; 2006: 3.4%). The capita! surplus is defined as the
difference between the equity components under IFRS (subscribed cap-
ital, additional paid-in capital and other reserves including the gain on
the disposal of the discontinued operations generated in the first quar-
ter} relevant for calculating the return on equity and the capital sum
which results, related to 6,8% of the tied capital related to average risk-
weighted assets. Based on this definition, this provides a 25.0% return
on equity after taxes and 36.3% before taxes for the first half of 2007
When adjusted by the non-recurring effects mentioned above, the ratios
—at 17.5% after taxes and 28.1% before taxes — are significantly higher
than the figures reported in the first half of 2006 (June 30, 2006:
12.7% return on equity after taxes, 12.8% adjusted; and 19.9% return
on equity before taxes, 20.0% adjusted).

Developments in the individual divistons
The contributions of the divisions to the grofit before tax of the new
HVB Group of €2,054 miliion were as follows:

Retail €132 million
Wealth Management €93 million
Corporates & Commercia!

Real Estate Financing €377 million
Markets & Investment Banking €1,318 million
Other/consolidation €134 million

The income statements of each division and comments on the per-
formance of the divisions are described in Note 3, “Segment report-
ing”. The components and targets of the divisions are described in
detall in the 2006 Annual Report in Note 21, “Notes to segment
reporting by division” (pages 125-128).

FINANCIAL SITUATION OF HVB GROUP

Totat assets and volume of lending

The total assets of HVB Group amounted to €4376 billion at June 30,
2007, Compared to the 2006 year-end total, this represents a decline of
£€70.4 billion or 13.9%. On the assets side, the item assets of discon-
tinued operations and non-current assets or disposal groups held for
sale decreased by €164.0 billion, This sharp decline is dug to the dis-
posal of the major companies and assets in the first quarter of 2007
which were still ingluded under this item at December 31, 2006. This
concerns the BA-CA Group, IMB, AS UniCredit Bank and HVB Bank
Ukraine defined as discontinued operations as well as the companies
Indexchange, HVB Payment & Services and Nordinvest still classified as
non-current assets or disposal groups held for sale at the end of 2006,
and a non-strategic real estate portfolio.

The decline in the fotal assets as a result of the sales as described was
partially compensated by the increase in volumes from the transfer of
UBM's invesiment banking activities to HVB AG. At June 2007, the
volume of assets of the transferrad activities stood at €78.7 billion (initial
consolidation effecty. In particular, this caused the assets held for trading
purposes to rise by €78.5 billion to €£185.7 billion. In addition, the main
increases on the assets side involved rises of €11.5 billion in placements
with, and loans and advances to, other banks, and of €2.5 billion in both
loans and advances ta customers and investments.

The volume of lending rose by €6.4 billion compared ta the 2006
year-end. In the process, placements with, and loans and advances to,
other banks rose by €3.0 billion and contingent liabilities by

€3.2 hillion, whereas loans and advances to customers remained
practically unchanged.
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In the same way as on the assets side, the decline in total liabilities was
also largely attributable to the deconsolidation of the companies and
operations included under the itemn “liabilities of discontinued oper-
ations and liabilities of disposal groups held for sale”, The item “liabili-
ties of discontinued operations and liabflities of disposal groups held for
salg” fell by €152.2 billion. This decline was compensated in part by
the inifial consolidation effect caused by the investment banking oper-
ations transferred from UBM. This essentially helped liabilities held for
tradling purposes to rise by €64.9 billion to €124.8 billion.

At the same time, deposits from other banks increased by €6.7 hillion
and amounts owed to other depositors by €6.2 hillion.

The €3.5 billion rise in shareholders' equity to €23.4 billion can be
attributed primarily to the net profit of almost €5.1 billion generated in
the period from January 1 ta June 30, 2007, caused essentially by the
gain of €3.7 billion on the disposal of discontinued operations. Like-
wise, the minority interest is down by €2.5 billion on account of the
deconsolidation of the companies and sub-groups defined as discon-
tinued operations. At the same time, shareholders' equity rose by
€1,061 million on account of the capital increase implemented in the
course of the transfer of the investment banking activities for a contri-
bution in kind (subscribed capital up €155 million, additional paid-in
capital up €906 million}. Furthermore, the other reserves increased by
€1.1 billion, whilst the reserves arising from the change in valuation

of financial instruments decreased by a total of €0.8 billion.

On June 27, 2007, the Annual General Meeting of Sharehalders
adopted a resolution to pay a dividend out of the net profit for 2006
(€622 million) at an amount of €301 million. This is equivalent to a
dividend of €0.40 per share of comman stock and per share of pre-
ferred stock, and an advance dividend of €0.064 per share of pre-
ferred stock. The remaining amount of €321 million was transferred
to other reserves in compliance with the resolution adopted by the
Annual General Meeting of Shareholders.

Risk-weighted assets, key capital ratios and

fiquidity of HVB Group

At €144.2 hillion, the risk-weighted assets (without market rigks)
compliant with the German Banking Act (KWG) declined in comparison
to the 2006 year-end total by around €75 billion. One major reason
for this was the decensolidation of the companies defined as discon-
tinued operations. The transfer of UBM's investment banking activ-
ities caused a €6 billion rise in risk-weighted assets, including market
risk positions. There was a rise of €165 million in market risk pos-
itions to €1.0 billion.

The reduction in risk assets compliant with the German Banking Act
resulting from the current ABS transactions stood at €20 billion at the
end of June 2007. In May 2007, the new true sale transaction Geldilux-
TS 2007-1 was completed at a total lending volume of €2.1 billien and
a reduction of €2 billion in risk-weighted assets.

At the reporting date for the first half of 2007, the core capital of

HVB Group compliant with the German Banking Act amounted to
€16.2 billion and equity funds te €22.9 hillion. This results in a core
capital ratio of 11.2% (excluding market risk positions) and an equity
funds ratio of 14.6%. If the market risk positions in the core capital
ratio are also taken into account, it stood at 10.3%. A pro farma view
including the equity inflow from the disposal of discontinued oper-
ations gives rise to a core capital ratio of 15.8% and core capital ratio
including market risk positions of 14.5%.

Abank's liquidity is evaluated using the liquidity ratio defined in Prin-
ciple Il of the German banking supervisory regulations. This figure is the
ratio of cash and cash equivalents available within a month to the pay-
ment obligations falling due in this period. Liquidity is considered ad-
equate if the ratio is at least 1.0. At HVB, the figure averaged 1.2 in the
first half of 2007 (annual average in 2006: 1.2),

Company acquisitions and disposals

Information on changes in the companies included in the finangial
statements for the first half of the year is provided in Note 2,
“Changes in the group of companies included in consolidation”.
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Events after June 30, 2007

Under the terms of an agreement concluded on July 3, 2007, HVB
is to sell its securities trading and custadial services to the French
financial service provider CACEIS by the end of 2007, At the same
time, the French bank will take over Financial Markets Servicg Bank
GmbH (FMSB), the HVB subsidiary which has carried out these
activities for HVYB to date. The agreement is subject to approval by
the supervisory authorities.

Concerning the events after June 30, 2007 in connection with the
resolution adopted by the Annual General Meeting on the appointment
of a special representative and on the actions which challenge resolu-
tions, please refer to the corresponding passages in the Risk Report.

QUTLOOK

General economic trends

In our scenario, US GOP growth will remain befow trend this year
(+1.8% year-on-year) as the weakness of the housing market will
probably drag down consumption in its wake. In the euro area, GDP
growth should not be too far from last year's peak (we expect a

2.5% year-on-year increase this year, down from 2.7% in 2006). This
year will be characterised by a robust increase in corporate capital
spending, the main driver of growth. The buoyancy in the German
corporate sector should continue to push investment activity, not least
given capacity utilisation levels that are the highest for the past fifteen
years. Investment in machinery and equipment in particular is pro-
jected to grow by 11.7% in 2007, outpacing the 7.3% recorded in
2006, and construction activity should also make a strenger contribu-
tion to GDP growth this year than in 2006.

The decline in consurmer spending already recorded in Germany in
the first quarter of 2007 is likely to continue, but GDP should stitl
expand by 2.4% in 2007, slowing slightly from the 2.8% seenin
2006.

In this context, after having raised interest rates twice in the first half
of 2007, taking the refinancing rate to 4.0%, the European Central
Bank (ECB) will probably make further moves to tighten policy in the
second half of 2007 on the basis of strong growth in monetary
aggregates rather than current inflationary pressures. With the ECB
possibly approaching its celfing in this cycle and US monetary policy
expected to remain on hold, the dollar could fluctuate a little during
the rest of the year, ending 2007 at around 1.34 however. Long bond
yields should remain almost stable at around current levels, closing
the year at 5.0% in the US and 4.6% in the euro area.

Earnings performance and opportunities of HVB Group

As already reported in Management's Discussion and Analysis in the
consolidated financial statements at December 31, 2006 (on page 68
of the Annual Report), we are planning for a tangible increase in total
revenues for the 2007 financial year, with anly a slight rise in operat-
ing costs.

This will consequently give rise to a planned improvement in the
cost-income ratio.

Thanks to the sharp rise in total revenuges coupted with a slight
increase in operating costs, we have met our internal targets in the
first half of 2007. Consequently we helieve we are well on the way to
meeting the targets we have set for 2007 as a whole, even if, given
the market trend after June 30, 2007, we do not at the present time
expect to be able to repeat the results recorded for total revenues for
the first half of 2007 in the second half of the year.

From today’s standpoint, we anticipate that net write-downs of
loans and provisions for guarantees and commitments willprobably
be lower than last year's level.

There has been no significant change in the oppertunities arising
from the development of the general conditions and future business
strategy or in the opportunities in terms of corporate strategy,
performance and other factors compared to those described in the
Outlook of the 2006 Annual Report (page 69).
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Risk Report

HVB GROUP AS A RISK-BEARING ENTITY

As a rule it is not possible to eam income in the banking business
without incurring risk. By definition, risk entails the possibility of a
negative future development of the economic state of HVE Group as
part of the UniCredit Group. Consequently, the conscious handling,
active management and ongoing monitoring of risk are core elements
of the profit-oriented management of business transactions by

HVB Group. We therefore regard it as one of our core tasks to apply
these considerations in order to achieve a consistent integration of
profitability and risk criteria in all divisions and functions of the Bank.
HVB Group has also included the investment banking business of
UniCredit Banca Mobiliare (UBM), which was absorbed by HVB at the
heginning of April 2007 through the acquisition of its material assets
and related liabilities.

For reasons of matertality, the Bank has not separately described in
the Risk Report the discontinued operations that IFRS 5 requires to be
shown separately. Consequently, only the new HVB Group is covered.
The discontinued operations (HYB AG branches in Tallinn, Estonia and
Vilnius, Lithuania) represent less than 0.3% of the various individual
risk parameters / rigk data of the new HVB Group and can therefore
be regarded as immaterial. The effects of the integration of UBM's
investment banking activities on the individual risk items are shown
separately — if they are material —in the sections on the various risk
types. For all other risk types, there were no material effects.

MANAGEMENT AND MONITORING OF RISK IN HVB GROUP
1 Risk management

For risk management purposes, the Bank defines its overall risk
strateqy at HVB Group leve!. In particular, this means determining, on
the basis of the available capital cushion, the extent and manner of
permissible risk exposure for the various divisions. This means that
whenever risk is taken, it must be determined whether it is possible
to do so, based on risk cover calculations, and whether it is worth
doing so in terms of risk/reward calculations.

Through the targeted and controlled assumption of risk, the various
divisions implament — with profit responsibility — the risk strategies
defined for them within HVB Group. In doing so, they utilise the regu-
latory and economic capital allocated to them within the framework
of limit systems.

2 Risk monitoring

The rigk management process is accompanied by comprehensive risk
monitoring, which is functionally and organisationatly independent
and encompasses the following tasks:

Risk analysis

Risk analysis involves the identification and analysis of risks from
business activities and the development of methods for measuring
them, Paralle! to these activities, the available capital cushion is
defined and quantified,

Risk control

In addition to the quantification and validation of the risks incurred
and the monitoring of the allocated limits, the subsequent risk control
process involves risk reporing, which at the same time provides
management with recommendations for action when making future
risk-policy decisions.
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The functional segregation of risk management and risk monitoring is
also taken into account in organisational structures. There have been
no material changes compared with year-end 2006,

RISK TYPES AND RISK MEASUREMENT

1 Relevant risk types

At HVB Group we distinguish the following risk types:
— credit risk,

— market risk

— liquidity risk,

— operational risk,

— business risk,

- risks arising from our own real estate portfolio,

— risks arising from our shareholdings/financial investments,
— strategic risk.

2 Risk measurement methods

With the exception of liquidity and strategic risk, we measure all risk
types using a value-at-risk approach under which potential future
losses are measured on the basis of a defined confidence level.

The individual risk types are aggregated at HVB Group level as part of
the economic capital calculation, applying a uniiorm one-year holding
period and a 99.95 percent confidence tevel across all risk types.

This aggregation takes into account risk-reducing portfolio effects,
which encompass both the correlations within the individual risk
types between business units of HVB Group and the correlations
across the risk types.

Liquidity risk and strategic risk are measured separately.

3 Development of risk measurement

and monitoring methods

The methods used to measure and monitor risks are subject to an
engoing development and improvement process. This is the result of
our own quality standards as well as a response by HVB Group o the
mare stringent statutory requirements and, to an even greater extent,
the more stringent regulatory requirements (especially Basel ll and
the Minimum Requirements for Risk Management). In addition, differ-
ences in methodologies will be examined in the course of integration
into the UniCredit Group.

OVERALL BANK MANAGEMENT

1 Dual management principle for overall bank management
The main focus of capital market-oriented management in HVB Group
is on investment and the value-oriented allocation of our capital
resources to business activities with attractive risk-return ratios. Within
the framework of our dual management principle, the divisions are alto-
cated both requlatory (or used core) capital and economic capital. Both
resources are expected to yield an appropriate return, which is derived
from the expectations of the capital markets and is expected to be
earned by our husiness units. In the second half of 2007, harmenisation
of the dual management principle with the management principles
applied by the UniCredit Group will continue.

2 Regulatory capital adequacy

Used core capital

The divisions are required for planning purposes o have core capital
backing for credit and market risks equal to an average of 6.8%

of equivalent risk assets. In addition, average used core capital — for
this purpose, excluding hybrid capital — is used to calculate the
expected internal return.
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Risk Report continued

Management of regulatory capital adequacy requirements

Te manage our regulatory capital we apply the following three capital

ratios, which are managed on the basis of internally defined minimum

levels:

— ¢ore capital ratio (ratic of core capital 1o risk assets, with or without
taking into account the market risk positions weighted by a factor
of 12.5}

— equity capital ratio (ratio of equity capital to risk-weighted assets)

— equity funds ratio (ratio of equity funds to the sum of risk-weighted
assets and market risk positions weighted by a factor of 12.5)

More detailed information on these ratios in the first half of 2007 can
be found under “Risk-weighted assets, key capital ratios and liquidity
of HVB Group” in the Financial Review in the present Half-yearly
Financial Report.

To determine ihe appropriate capital funding, we have essentially

defined the following process:

— Based on our multi-year plan, we prepare a rolling eight-quarter
projection for ongoing forecasting of our capital ratios in accordance
with the German Banking Act.

~ Reports on the actual ratios and significant effects on them are
submitted every month to the Asset & Liability Committee, which
decides on apprapriate action if the aciual ratios deviate significantly
from plan,

— The Group Management Beard is informed on a menthly basis on
the risk asset budget utilisation of the divisions,

3 Economic capital adequacy

The: future economic capital requirements of the divisions — broken
down by risk type - are determined under the annual planning
process in close cooperation between Risk Control and the individual
operating units. After approval by the Management Board of HVB
Group, the economic capital parameters are anchored in the control
and reporting instruments. A comparison between the targets and the
actual values of the parameters is produced on a quarterly basis and
reported to the Chief Risk Officer.

Our economic capital, aggregated for the new HVB Group (including
minority interests), amounted to €4.8 billion at June 30, 2007 after
taking into account all risk-reducing portfalio effects. This represents
an overall increase of 16.1% as compared with year-end 2006. This
Increase can be attributed among other factors to the reduced port-
folio effects due to the sale of the Bank Austria Creditanstalt Group
{BA-CA Group) to the UniCredit Group. The ecenomic capital for credit
7isk, at €2.2 hillion as of June 30, 2007, remains the most important
risk item, making up 45.7% of the total. The increase in credit risk
resulted primarily from an expansien of business activities. Among
the factors reflected in the decrease In economic capital for financial
investment risks in the first half of 2007 is the complete elimination
of our shareholdings/financial investments in Minchener Riickver-
sicherungs-Gesellschaft AG. For the second half of 2007, we expect a
similar economic capital structure.

In a quarterly analysis of our ability to support risk, we measure our
economic capital against the capital cushion available to us to caver
risk. According to our internal definition, the capital cushion is made
up of IFRS capital components, participatory certificate and hybrid
capital, reserves and the actual result. Minority interests are included
and goodwill is deducted. The capital cushion for the new HVB Group
amounted to €26.4 billion at June 30, 2007 (comparable figure at
year-end 2006: €179 billion). The increase as compared with year-
end 2006 is primaily the result of the sale of the BA-CA Group to the
UniGredit Group. With an aggregate economic capital of €4.8 billion,
this represents a utilisation of 18.3% of the cushion.

Even taking into account the results of risk type-specific stress results,
we had a substantial buffer in the capital cushion at the level of the
new HVB Group.
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Economic capital after portfolio effects
(confidence level 99.95%)

JUNE 2007 DECEMBER 2006

€ millions in % € millions in%
Broken down by risk type
Market risk 222 4.6 174 42
Credit risk 2,211 45,7 1,763 42.3
Business risk 650 134 595 14.3
Operational risk 889 184 N 19.0
Risks arising from the Bank's own real estate portfolio 304 6.3 259 6.2
Risks arising from our shareheldings/financial investments 559 11.6 584 14.0
HVB Group new 4,835 100.0 4,166 100.0
Capital cushion to cover risks
HVB Group new 26,376 17,899
Utilisation, in %
HVB Group new 18.3 233
RISK TYPES IN DETAIL Because of the deconsolidation of the BA-CA Group and other units in

As compared with the 2006 Annual Beport, no substantial changes
were made during the first half of 2007 in the risk management,
measurement methodology and risk menitoring of the various risk
types. Consequently, reference should be made in this regard to the
appropriate section of the 2006 Annual Repart of HVB Group starting
on page 76. However, if any minor developments have taken place
involving individual risk types, they are described with the risk types
in question.

1 Credit risk

During the first half of 2007 the German regulatory authorities began
the regulatory review of our IRBA model within the framework of the
implernentation of Basel Il. The focus was especially on the rating
processes in the corporate segment, the exposure-at-default esti-
mate and the integration of the Basel Il risk parameters in the Bank's
management systems. A priority in the second half of the year will
be the regulatory review of the rating systems in the retail segment
and the loss given default (LGD) estimate. In addition, the German
regulatory authorities will review the implementation of the group-
wide rating and LGD models developed by UniCredit Holding and
implemented across the entire UniCredit Group.

central and eastern Europe, transactions with group companies of the
BA-CA Group entailing loan default risk were allocated to the rigks
shown by the new HVB Group. Following the transfer of UBM's invest-
ment banking activities to HVB AG by the UniCredit Group effective
April 1, 2007, all risks related to UBM are shown in the systems.

In the first half of 2007 an increase of €5.4 billion (2.4%) in credit
risk and counterparty risk was recarded by the new HVB Group. The
structure of the loan portfolio in terms of industries was essentiaily
unchanged in the first half of 2007, There was a significant decrease
{€5.0 hillion) enly for private customers. Increases in exposures took
place primarily in the sector groups food/consumer goods/services
{€3.7 billion), banks and insurers (€2.6 biltion), chemical/ealth/
pharmaceuticals (€2.3 billion) and mechanical engineering/steel
(€1.7 billiony.

The quality of the core portfolio, which refers to the portfalio of the
new HYB Group excluding the loan portfolios from Real Estaie Restruc-
turing (RER), improved during the first half of 2007, The exposure in
the unrated portfolios decreased by €3.1 billion, resulting in a 1.4 per-
centage-point decrease in their share in the core portfalio. The rating
classes 1—4 showed the largest rise, increasing by €11.1 billion, or
3.5 percentage points. Rating classes 5—8 showed a small dectine of
€1.4 tillion. In the defauit classes the expostire decreased by a slight
£€0.3 billion.
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Risk Report continued

The largest increase was in the Markets & Investment Banking div-
ision, where the expasure rase by €10.7 billion. Minor increases in
the Corporates & Commercial Real Estate Financing division (€17 bil-

Breakdown of loan default exposure and
counterparty exposure by industry sector

lion) and the Wealth Management division (€0.3 billion) were offset by < Dltlons JUNE 2007 _ DECEMBER 2008
decreases in the Retail division {€1.4 billion) and Cther {€5.1 billion). Industry sector
Retail customers 461 514
In line with its business strategy, the Bank plans to continue reducing ~ Banks and insurers 44.7 421
its exposure in the non-strategic lpan portfolic in the second half of Construction 347 .6
this year. Food, consumer goods, services 28.2 24,5
Chemicals, health, pharmaceuticals 14.4 12.1
Qur total loan-loss provisions, including allowances for losses on Lhilities 1.6 1.5
guarantees and indemnities, increased €0.1 billion to €6.4 billion in Transportation i1.0 10.4
the first half of 2007, taking into account write-offs taken on the lend-  Other 10.0 9.
ing portfolio (€04 hillion; previous year, €1.6 billion), We created a Public sector 856 8.6
total loan-loss provision of €390 million for loan default risks in the Mechanical engineering, steel 79 6.2
first half of 2007 (previous year: €412 million}. (More detailed infor- Electrical, IT, communications 53 6.0
mation can be found in Notes 9, “Net write-downs of losses and pro- Automotive 45 49
visions for guarantees and commitments”, and 17, “Allowances for Media, printing, paper 42 a7
josses on loans and advances” in the notes to the present consoli- Mineral oil 39 39
dated interim financial statements.) HVB Group new 235.1 229.7
Breakdown of loan default exposure
and counterparty exposure by division
(€ billions) — core portfolio
Retail
R 50.4
] 49.0
Wealth Management
0 56
[ | 59
Corporates & Commercial Real Estate Financing
] 66.2
Markets & Investment Banking
— 793
90.0
258
20.7
0O December 2006
W June 2007
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Breakdown of loan default exposure and counterparty
exposure by rating class — core portfolio

JUNE 2007 DECEMBER 2006

€ billions in % € billions in%
Rating
Free of credit risk 77 33 7.8 3.5
Not rated 4.8 2.1 7.9 35
Rating 1-4 120.9 52.2 109.8 48.7
Rating 5-8 921 39.7 935 41.4
Rating 9-10 6.3 27 6.6 29
HVB Group new 238 100.0 225.6 100.0
Financial derivatives At June 30, 2007, the total nominal amount of worldwide derivative

HVB Group uses financial derivatives primarily to manage market
price risk arising from trading activities (in particular risk arising from
interest rate fluctuations and currency fluctuations). They also serve
to provide cover for on- and off-balance-sheet items within asset/
liahility management or, in the case of credit derivatives, to manage
credit risk.

The significant increase in the volume of derivative transactions
compared with year-end 20086 is primarily attributable to the absorp-
tion of UBM's investment banking business by HVB AG effective
April 1, 2007,

transactions of the new HVB Group was €4,319 billion (December 31,
2006: €2,188 billion). Of this amount, €1,733 billion is attributable to
the absorption of the former UBM activities.

In accordance with the Solvency Ordinance of the German banking
supervisory regulations {formerly: Principle ), and taking into account
the risk-reducing effecis of existing, legally enforceable bilateral net-
ting agreements and the provision of collateral provided by borrowers,
credit equivalents {counterparty risk including add-on) for the new
HVB Group totalled €31.6 billion ¢full HVB Group at December 31,
2006: €20.1 billion) and the remaining risk after risk weighting
amounted to €8.4 billion (full HYB Group at December 31, 2006:
€5.9 biltion).
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Risk Report continued

Derivative transactions
NOMINAL AMOUNT FAIR VALUE
RESIDUAL MATURITY TOTAL TOTAL POSITIVE NEGATIVE
MORE THAN

€ millions UPTO 1 YEAR 1-5 YEARS S5YEARS  30/6/2007 311272006  30/6/2007 3112/2006  30/6/2007  31/12/2006
Interest rate derivatives 1,242,359 1,148,420 865,315 3,256,094 1,467,841 36,549 19,062 36,515 20,502
Foreign exchange derivatives 264,384 111,737 39,937 416,058 259,269 5,153 3,872 4,582 3,679
Equity/index derivatives 128,845 168,620 15,606 313,080 205,253 18,589 10,396 19,333 10,602
Credit derivatives 56,056 178,059 92,398 327,413 252,068 2,836 2,748 3,764 3,231

Protection buyer 28,224 87 561 55,527 171,312 135972 1,082 1,201 2,234 2,000

Protection seller 28,732 90,498 36871 156,101 116,096 1,754 1,547 1,530 1,231
Other transactions 1,424 4,182 855 6,461 3,0m 425 295 346 291
HVB Group new 1,693,968 1,611,027 1,014,111 4,319,106 2,187,502 63,552 36,373 64,549 38,305

Derivative transactions by counterparty type

FAIR VALUE
POSITIVE NEGATIVE
€ millions 304672007 31112/2006 30/6/2007 3112/2006
OECD central governments (and central banks) 199 141 127 133
OECD banks 46,430 24,849 44,546 26,139
OECD financial institutions 14,596 B8.888 17,052 9,604
Non-0ECD centrzl governments (and central banks) 32 91 20 54
Non-QECD banks a72 71 1,288 98
Non-QECD financial institutions 172 188 162 140
Other companies and private individuals 1,151 2,145 1,345 2137
HVB Group new 63,552 36,373 64,540 38,305
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Development of country risk in the first half of 2007

In the first half of 2007, the exposures of the new HVB Group entailing
country risk increased by €4.7 billion to €52.7 billion. The portfolio of
the new HVB Group displays good regional diversification. The major-
ity {51%) of the exposure of the new HVB Group is related to low-risk

western Europe {rating class 1}. In the second half of 2007, the

Bank plans to continue supporting the eastern European strategy of

the UniCredit Group and utilise opportunities as they arise.

Country exposure* by region

and product category

LENDING TRADING ISSUER RISK TOTAL

JUNE DECEMBER JUNE DECEMBER JUNE DECEMBER JUNE DECEMBER
€ millions 2007 2006 2007 2006 2007 2006 2007 2006
Region
Africa 395 321 32 190 ] 7 436 524
astemn Europe 4,255 3,785 957 640 92 63 5,304 4,488
North America 2,342 1,755 2,833 2,156 700 302 5,875 4,213
Central and South America 2,707 2,578 3,135 2,115 912 1,270 6,754 5,963
Asia/Pacific 4,350 4,033 2,979 3,058 133 134 7462 7,225
Weastern Europe 7,981 6,868 17,936 17,931 06 749 26,823 25,548
HVB Group new 22,030 19,346 27,872 26,090 2,752 2,525 52,654 47,961

" by coltateral; excluding transactions with specific loan-less provision
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Risk Report continued

2 Market risk {VaR) calculations with the market value changes (hypothetical P/L)
With the absorption of UBM's investment banking activities into HYB AG  derived from the positions. An overdraft of the limit was identified on
in the second quarter of 2007, its portfolios were integrated into the only one day during the past 250 days. The results of this back-test-
Bank's internal model effective April 2, 2007 for purposes of internal ing confirm the high quality of our internal risk model.

market risk measurement. Regulatory reporting is based on the sum

of the results frem the internal model of HVB AG and the internal The table below shows the aggregate market risks of our trading
model of the former UBM. In the second half of 2007, activities positions in the new HVB Group during the first half of the year.
related to the integration of UBM will cantinue to play a major role

in the area of market risk. At €0.22 billion, the economic capital for market risks at the new

HVB Group was higher at June 30, 2007 than at year-end 2006. A
We check the appropriateness of the methods used to measure market  decisive factor behind this change were the reduced portfolio effects
risk by means of periodic back-testing that compares the value-at-risk  due to the sale of the BA-CA Group to the UniCredit Group.

Market risk from trading positions for HVB Group new
(value-at-risk, 99% confidence level, one-day holding period)

AVERAGE AVERAGE

€ mitlions FIRST HALF OF 2007 30/6/2007 31/3/2007 2006 31112/2006 30/9/2006 30/6/2006
Interest rate positions

{incl. credit spread risks) 9 9 8 12 12 9 10
Foreign exchange positicns 3 3 4 5 3 4 6
Equity/index positions 8 9 7 5 4 5 5
Diversification effect? @ (8) (8) 8 (B) (7) @
HVB Group new 12 13 1 14 13 i 12

1 arithmetic mean
2 pecause of the diversification effect between the risk categosles,
the tatat risk is less than the sum of the indiidual risks
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Back-testing of internal model: trading activities of HVB AG since July 2006

(€ millions)
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At June 30, 2007, the banking book of the new HVB Group showed
market risks of €10 million (year-end 2006: €13 million; one-day
holding period).

In addition, regular stress tests and scenario analysis are carried out
on the banking books of HYB AG that reveal the loss potential in case
of extreme market movements.

In comptiance with the Base! Il requirements, the change in the market
value of the banking baoks in case of an interest rate shock amounting
to 200 basis points is compared with the Bank's eligible equity funds.
With a notional utilisation of 4.6% of its regulatory equity capital at
June 30, 2007 HVB AG is well below the outlier vatug of 20% required
by the banking supervisory authorities. Because the profit from the
sale of the BA-CA Group will be included in the Bank's eligible awn
funds in the 2007 annual financial statements, a slight decrease in the
utilisation of equity capital can be expected in December 2007

As part of the earnings perspective, a dynamic simulation of the net
interest income is carried out for HYB AG on a quarterly basis. The
future trend in net interest income is simulated in various scenarios in
relation to business volume and interest rates. Assuming a constant
volume of business, a parallel upward interest shock of 200 basis
points would result in a €123 million decrease in net interest income
within the next six months. Qver a 12-month period, net interest
income would be reduced by €253 million under unchanged assump-
tions,

3 Liquidity risk

Conditions on the money markets and capital markets remained sat-
isfying during the first half of 2007, Disposals of ather participating
interests, in particular the sale of the BA-CA Group to the UniCredit
Group, have improved the liquidity situation of the new HVB Group.
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Risk Report continued

Short-term liquidity

Within the framework of our short-term liquidity limit system, which
operates under conservative assumptions, we showed an overall posi-
tive balance of €10.2 billion in the new HVB Group for the next banking
day at the end of June 2007. The portfolio of highly fiquid securities
eligible as collateral for central bank borrowings and available at short
notice to compensate for unexpected cutflows of liquidity amounted to
€12.1 billion at June 30, 2007, With the acquisition of the material
assets and the related liabilities of UBM the Milan entity was integrated
into the liquidity limit system of the new HVB Group at the beginning

of April.

The requirements of the regulatory Liquidity Principle il were met at
all times by the relevant units of the new HVB Group during the
first half of 2007, As of the end of June 2007, the funds available to
HVB AG exceeded its payment obligations for the following month
by an amount of €29.9 hillion.

Funding risk

The funding risk of HVYB Group is quite low due to our broad funding
base with regard to products, markets and investor groups. This
enables us to obtain adequate funding for our lending operations
even during difficult market phases. As planned, the new HVB Group
refinanced a volume of €4.8 billion on the ¢apital market through the
end of June 2007,

4 Operational risk
The economic capital for operational risks of the new HVB Group
amounted to €0.89 hillion at June 30, 2007,

The focus during the first half of 2007 was on the preparations for the
regulatory review of the implementation of the Advanced Measurement
Approach by the German banking supervisory authorities and the
further harmonisation of the applied standards and processes in
connecticn with the integration activities of the UniCredit Group. In
the second half of 2007 the priority will be the continuation of the
integration activities and the further development of risk management
functions.

Handling crisis situations:

The crisis and emergency management crganisation demonstrated its
ability to perform by its appropriate and effective responses to real situ-
ations and drills. A project has been underway since the beginning of
2006 to prepare the Bank to face the threat of a possible worldwide flu
epidemic {pandemic) while continuing the business operations of the
new HVB Group. The Business Continuity Management (BCM} working
group has identified and assessed the main processes critical to busi-
ness operations. The results are included in the uniform BCM Policy
due to be introduced in 2007, The BCM organisation plan was approved
by the Management Board on July 3, 2007,

Legal risks:

The statements in the risk report for fiscal 2006 on main risks from
litigation are unchanged unless otherwise indicated in the section
below.

As aresult of the sale of Bank Austria Creditanstalt AG (BA-CA),

HVB Group i no longer affected by the following legal disputes:

“EU antitrust proceedings and claims of consumer protection associ-
ations” and “Treuhandanstalt liigation”.
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Court proceedings of HVB AG shareholders

The ruling by Munich Higher Regicnal Court dated January 18, 2006,
dismissing the shareholders' suit against the reelection of the share-
holder representatives to the Supervisory Board and the election of
the auditor for the 2004 financial year at the Annuat General Meeting
of our Bank on Aprit 29, 2004, was legally finalised in the Bank's
favour following the rejection of an appeal by the German Supreme
Court in a ruling dated May 7, 2007. The suit fited with the same argu-
ments seeking a court ruling declaring the 2004 financial statements
null and void was withdrawn.

In the cases in which shareholders sought court orders subsequent to
our Bank's Extraordinary Shareholders’ Meeting of October 25, 2006
requiring HVB AG to provide additional information and in particular to
fully disclose the Business Combination Agreement between HVB AG
and UniCredit of June 12, 2003, three motions were rejecied; both

of the remaining legal challenges were wound up after the bank
disclosed the Business Combination Agreement in the proceedings
without, however, conceding any legal obligation to do s, and
covered the out-of-court costs. The transfer of the shares in Joint
Stock Commercial Bank HYB Bank Ukraine to the UniCredit Group
was carried out at the end of the first quarter of 2007,

The lawsuits contesting the resolutions passed at the Extraordinary
Shareholders' Meeting of October 25, 2006 are still pending before
the court of first instance. At the first hearing the court indicated that,
according to its preliminary assessment, the suits could prove suc-
cessful for formal reasons alone; HVB AG is still convinced that the
aspects mentioned by the courtin this regard (for instance the phras-
ing of clauses specifying the applicable legal system and place of
jurisdiction in the Business Combination Agreement} do not represent
any formal mistakes and in any case that the resolutions passed

by the Extraordinary Shareholders’ Meeting are not based on these

clauses. Munich District Court also indicated that the resolutions
could have material flaws if the governing bodies of HVB AG
exceaded their very broad discretion to make entrepreneurial deci-
sions with regard to the contractual terms and conditions when they
entered into these contracts. Particularly with regard to the appraisals
of the value of the sold units obtained from independent external
auditors and the faimess opinion from a highly respected investment
bank and other aspects, HVB AG expects the resolutions to pass a
judicial review in this regard. From foday's standpoint, however, the
result of these proceedings is uncertain.

At the Annual General Meeting of Shareholders of HVB AG on June 27,
2007, a resolution was passed following a shareholders’ motion on
agenda item 10 to claim damages from current and former members
of the management board and supervisory board of the company,
from UniCredit and companies affiliated with it — including their legal
representatives — for financial losses resulting from the sale of BA-CA
(against the background of the eastern European strategy previously
pursued by HVB Group, in view of the higher cash settlement deter-
mined one manth later in connection with the BA-CA squeeze-out
and the absence of an auction) and from the signing of the Business
Combination Agreement between the company and UniCredit on
June 12, 2005. To pursue thesea claims a special representative was
appointed. Our principal shareholder, UniCredit, has since filed a suit
contesting this resolution, in particutar because the resolution is far
too vague in terms of contents and potential opponents to the claims,
and is thus invalid. HVB AG believes that there are very good reasons
for assuming that the resolution to assert claims to damages and
appoint a special representative (agenda item 10} is not legally valid.
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Risk Report continued

Because HVB AG does not regard the resolution as a resolution
passed by the Annual General Meeting as defined by law, the special
representative has so far not been provided with documents and
information to the extent requested by him; nor has HVB AG taken the
other measures requested by him. For this reasen the special repre-
sentative, who assumes that the resclution passed by the Annual
General Meeting is legally valid, has fited for an injunction with the
aim of obtaining access to documents and information. HVB AG will
contest this application for the above-named reasons. It is uncertain
how the court will rule on this application.

Trade tax reimbursement: Hypo Real Estate

The fact that the plaintiffs have widened their previous claims and
are now suing for €73 million does not change our opinion that the
plaintiffs are not entitled fo their claims.

5 Business risk
The calculated economic capital for business risks of the new HVB
Group amounted to €0.65 billion at June 30, 2007

The Process Redesign and Optimisation {PRO) efficiency programme
launched in 2004 was largely completed during the first half of 2007.
The savings target of €280 million was achieved in full, In the area of
cost management, best practice approaches were established within
the new HVB Group during the first half of the year in cooperation
with the UniCredit Group.

In the second half of 2007 we will continue to place strong emphasis
on cost control. Through the sale of our securities processing and
custodial activities to the French financial services provider CACEIS,
we expect to achieve savings on the operational side. Also helping to
improve cost efficiency is our process cost management, which uses
profitability calculation tools and target costing methods.

6 Risks arising from our real estate portfolio

The economic capital relating to our real estate portfalio amounted
to €0.30 biilicn at June 30, 2007 for the new HVYB Group. The real
estate portfolio of the new HVB Group is located primarily in Munich,
which accounts for 54% of the total. This increase in economic
capital during the first half of the year can be largely attributed to
the reduced portfolio effects due to the sate of the BA-CA Group to
the UniCredit Group. Risk-reducing effects resulted from the sale

of properties as planned. We expect to achieve our sale and rental
targets for 2007 as a whole.

7 Risks arising from our shareholdings and investments
Economic capita! of the new HVB Group was approximately 4.3%
tower at June 30, 2007, at €0.56 billion. Reduced portfofio effects
because of the BA-CA Group portfolio, which no longer belongs to the
new HVB Group, and the complete elimination of our shareholding
and financial investments in Minchener Rilckversicherungs-
Gesellschaft AG played a decisive role in this development.

The Bank will continue to reduge its portfolio of non-strategic invest-
ments in the second half of 2007, It will also evaluate potential acqui-
sitions, provided that they complement our structure and core areas
of our business, and generate value for our Bank and our Group.

8 Strategic risk

The statements made at the end of 2006 on risk associated with the
general economic climate and the intensive competitive environment
still apply.
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In retrospect, the restrictive factors mentioned at year-end 2006
were less harmful than expected. The economy performed slightly
better than expected. For the second half of 2007 we expect a robust
business environment and a sustained economic recovery.

It is impossible to predict at present whether the current real estate
crisis in the United States will have a serious impact on the European
region and our Bank. Besides becoming more widespread regicnally,
the US real estate crisis could also spread to other market segments,
as the fundamental willingness to take loan-default risk could decline
or the market might expect higher risk premiums. This would also
affect the transfer of risk under merger and acquisition financing or
the options for hedging loan-default risk. Should the crisis widen in
any of the possible scenarios, however, this could have a detrimental
effect on the financial situation of HVB Group as well.

The European Central Bank could raise interest rates again as part of
a tightening of monetary palicy. This could negatively affect the devel-
opment of the conventional lending business of HVB Group. Against
this backdrop, loan-loss provisions remained stable.

Risks from the restructuring of

the corporate group/integration risks

In April of this year HVB Group acquired the material assets and the
related liabilities of UBM. The resulting integration of the investment
banking business of the UniCredit Group could lead to unforeseen dif-
ficulties in connection with the related integration projects that could
in turn prove detrimental to the Bank's financial situation. The asso-
ciated restructuring activities, new processes and staff tusnover,

also at the management level of the gperation, may also initially lead
to additional risks. At the same time, the business combination of
HVB Group and the UniCredit Group, which was initiated in 2005, was
largely completed as of May 2007, when the Integration Office was
closed at corporate level. Any projects not yet fully completed were
transferred to the responsibility of the divisions and could, at worst,
still cause minor unforeseen difficulties.

The transfer of the material assets and the related liabilities of UBM,
which is a further step en route to establishing the competency cen-
tre for investment banking activities in HVB Group is in line with the
group's strategy of bolstering the Bank's position among the leading
European investment banks. Despite the status already achieved by
the Bank at the European level it still remains to be seen whether this
strategy will defiver the desired results. Pocling the trading, sales
and investment banking activities within a single division of HVB AG
enhances the importance of the investment banking business for
HVB Group. The opportunities for stronger returns presented by this
area as compared with classical banking business may be offset by
higher risks. Consequently, the Bank’s financial, income and net
asset position will have a greater exposure to the fluctuations and
cyclical effects of the international financial and securities markets.
If the markets mentioned above do not perform according to our
Bank’s expectations, this would have a more serious effect on our
result than in previous years.

The Management Board expects to profitably reinvest the gains from
the transfer of the participating interest in the BA-CA Group and the
other units in central and eastern Europe. However, the Bank cannot
preclude the possibility that it may not prove possible to make these
investments within the planned timeframe, make the desired volume
of investments, or to obtain the desired terms. It is currently still
uncertain whether the future investments will be sufficient to offset
the growth and return potential of the parts of the Group that have
been sold.

The possible risks listed above could individually or cumulatively have
negative effects on the financial situation of HVB Group.

Half-yearly Financial Report at June 30, 2007 - HypoVereinsbank 31




The HVB Share

In the first half of 2007, the price of the HVB share has risen by 25.5%,
from €33.45 to €41.98,

This development has been influenced by the squeeze-out procedure
announced by UniCredit in January 2007, among other factors. The
corresponding benchmark Prime Banks and Prime All Share indexes
rose by 9.9% and 19.2% respectively during the same period. The
price increased by a moderate 5.5% in the second quarter to close at
€41.98 on June 29, 2007, At the end of June, the HVB share was
weighted at 1.62% in the Prime Banks index and 0.15% in the Prime
All Share index.

The transfer of UBM's investment banking activities to HVB by way of a
capital increase (51,684,532 new shares of common stock) against a
contribution in kind on April 3, 2007 took UniCredit’s interest in HVB's
capital stock to 95.45%. With a remaining free float of around 4.6%,
the average daily turnover fell considerably, by more than 45%, to
314,888 shares, compared to the first quarter of 2007

Nearly 97.5% of the ordinary share capital was represented at the
Annual General Meeting of HypoVereinsbank held on June 26 and 27,
2007, The transfer 1o UniCredit of the shares held by minority share-
holders against payment of an appropriate cash settlement was
approved by 98.77% of the votes cast.

Investor Relations continued to keep analysts, institutional investors,
rating agencies and private shareholders up to date on the Bank's
development and strategic decisions in the second quarter of 2007.

Credit rating

On May 11, 2007, Moody’s rating agency raised HVB AG's long-term
credit rating from A2 to A1 and its financial strength rating from D+ to
C-, reflecting the Bank's market position as one of the five biggest
commercial banks in Germany coupled with the progress made in the
restructuring process and cur improved efficiency and profitability.

HVB share relative to Prime Banks and Prime All Share

from January 2 to June 30, 2007 (€)
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Income Statement

for the period from January 1 to June 30, 2007

The transfers agreed by the Management Board and Supervisory Board
on Septernber 12, 2006, which were approved by the Extraordinary
Shareholders' Meeting on October 25, 2006 (see also the section
entitled “Legal corporate structure” in the Financial Review earlier in
this Half-yearly Financial Report), represent a discontinued operation
as defined by IFRS 5. Hence the results of the discontinued operations
are only shown after the prafit after taxes and minarities of the new
HVB Group [continuing operations) in the income statement. The com-
parative figures for the previous year have been adjusted.

Except for the branches in Vitnius and Taflinn, all the companies and
sub-groups defined to date as discontinued operations {BA-CA Group,
IMB, AS UniCredit Bank and HVB Bank Ukraine) were transferred in the
first quarter of 2007 and deconsolidated with effect from January 1,
2007, Hence, in the income statement for the new HVB Group in 2007,
only the profit from the activities of the Vitnius and Tallinn branches up
to the economic completion date of March 1, 2007 are shown in the
separate income statement items “Net profit after tax of discontinued
gperations” and "Mincrity interest in the net profit of discontinued op-
erations” alongside the gains on the deconsolidation of the transferred
sub-groups and companies, including the respective taxes and mi-
nority interests, after the profit of the new HVB Group. The compara-
tive figures for the previous year, on the other hand, still contain the
profit from the activities of the transferred companies.
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Income Statement continued

for the period from January 1 to June 30, 2007

NOTES 1/1-30/6/2007 1/1-30/6/2006 CHANGE
Income/expenses € millions € millions € millions in%
Net interest 4 1,913 1,556 + 357 + 229
Dividends and other income from equity investments 5 2 147 + 84 + 57.1
Net interest income 2,144 1,703 + 44 + 259
Net fees and commissions 6 g475 985 {10) {1.0)
Net trading, hedging and fair value income 7 819 482 + 337 + B899
Net other expenses/income 8 49 43 + B + 140
Net non-interast income 1,843 1,510 + 333 + 221
TOTAL REVENUES 3,987 3,213 + 174 + 241
Payrall costs (1149 1,141) ® + 07
Other administrative expenses ) (626) {578) (48) + 83
Amortisation, depreciation and impairment lgsses on
intangible and tangible assets (123) (151) + 28 (18.5) ‘
Operating costs (1,898) (1,870) (28) + 15 !
OPERATING PROFIT 2,089 1,343 + 746 + 555
Provisions for risks and charges {25) {46} + A (45.7} ‘
Wirite-down on goodwill ' - — — — \
Restructuring costs 3 3 0 0.0
Net write-downs of loans and provisions for
guarantees and commitments 9 (390) 412 + 22 5.3
Net income from investments 10 383 138 + 245  >+1000
PROFIT BEFORE TAX 2,054 1,020 +1034  >+100.0
Income tax for the period 617 (315) {302 + 959
NET PROFIT 1,437 705 + 732 >+100.0
Minorities (43) {51) + 8 {15.7)
NET PROFIT OF HVB GROUP NEW ] 1,394 654 + 740 >+100.0
Net profit after tax of discontinued operations 11 3,690 1,465 +2225  >+1000
Minorily interest in the net profit
of discontinued operations 0 413) + 413 (100.0)
NET PROFIT OF FULL HVB GROUP 5,084 1,706 +3378  >+1000
i
Eamings per share (€} 1/1-30/6/2007 1/1-30/6/2006
Earnings per share of full HVB Group 6.55 2.27
Eamings per share of HVB Group new B 1.80 0.87
Eamings per share of HVB Group new (adjusted)’ 1.30 0.87

1 20067 figure adjusted for the effect arsing from interest payable on the purchase price relating 1o the sale of discontinued operations,
the gains on disposal of Indexchange and Midnchener Rockversichesungs-Gesellschatt AG and restructucing costs;
2006 figure adjusted for restructuring costs.

Since ne cenversion rights or option rights on conditional capital
existed at June 30, 2007, there is no calculation of diluted earnings
per share.
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Income Statement

for the period from April 1 to June 30, 2007

1/4-30/6/2007 1/4-30/6/2006 CHANGE
Income/expenses € millions £ millions € millions in %
Net interest 839 752 + 87 + 118
Dividends and other income from equity investiments 164 99 + B5 + B5.7
Net interest income 1,003 851 + 152 + 179
Net fees and commissions 488 447 + H + 9.2
Net trading, hedging and fair value income 469 185 + 284  >+100.0
Net other expenses/income 22 16 + 6 + 37.5
Net non-interest income 979 648 + 3N + 511
TOTAL REVENUES 1,982 1,499 + 433 + 32.2
Payrell costs 78 (v70) {8) + 14
Other administrative expenses (306) {260} (46) + 177
Amortisation, depreciation and impairment losses on
intangible and tangible assets (59) (76} + 17 (22.4)
Operating costs (943) (906) (37) + 4.1
OPERATING PROFIT 1,039 593 + 446 + 75.2
Provisions for risks and charges {19 (25) + B (24.0)
Write-down on goodwill — — — —
Restructuring costs 3 (3) 0 0.0
Net write-downs of loans and provisions for
guarantees and commitments (181) (202 + 21 {10.4)
Net income from investments 13 49 + B4  >+100.0
PROFIT BEFORE TAX ) 949 412 + 537  >+100.0
Income tax for the period (326) {123) (203}  >+1000
NET PROFIT ) 623 289 + 334 >+100.0
Minorities 22) (27) + 5 {18.5)
‘ NET PROFIT OF HVB GROUP NEW 601 262 + 339 >+100.0
Net profit after tax of discontinued operations ' 1 1,083 (1,082} {99.9)
‘ Minority interast in the net profit
| of discontinued cperations Q {290} + 2490 {(100,0)
| NET PROFIT OF FULL HVB GROUP 602 1,055 {453) (42.9)
‘ Earnings per share (€) 1/4-30/6/2007 1/4-30/6/2006
Earnings per share of full HVB Group 0.58 1.40
Earnings per share of HVB Group new 0.74 0.35
Earnings per share of HVB Group new {adjusted)’ 0.60 0.35

1 2007 figure adjusted for the gain on disposai of Munchener Rickversicherungs-Geselischaft AG and restructuring costs;
2006 figure adjusted for restructuring costs
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Balance Sheet

at June 30, 2007

NOTES 30/6/2007 31/12/2006 CHANGE

Assets € millions £ millions € millions in%
Cash reserve ) 2,178 321 {1,033 (32.2)
Assets held for trading purposes 13 185,683 107,211 + 78,472 +73.2
Placements with, and loans and advances to, other banks 14 52,807 41,264 + 11,543 +28.0
Loans and advances Lo customers 15 172,492 169,998 + 2,494 + 1.5
Allowances for iosses on leans and advances 17 (6,109) {6,068) a1 ©n
Investments 18 22,342 19,845 + 2,497 +12.6
Propenty, plant and equipment 1,506 1,547 {41) {2.7}
Intangible assets 772 : 808 {36) {4.5)
Income 1ax assets 2,635 2,745 (110 {4.0)
Other assets 2,890 3,021 {(131) 4.3
Assets of discontinued operations and non-current assats

or disposal groups held for sale 19,20 444 164,451 {164,007) {99.7)
Total assets ] 437,640 508,033 {70,393) {13.9)
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NOTES 30/6/2007 31/12/2006 CHANGE
Shareholders’ equity and liabilities € millions € millions € millions in %
Deposits from other banks 21 92,322 85,672 + 6,650 + 7.8
Amounts owed to other depositors 22 98,327 92,136 + 6191 + 67
Promissory notes and other liabilities evidenced by paper 23 77,550 - 76,938 + 612 + 08
Liabilities held for trading purposes 124,817 53,962 + 64855 =+100.0
Provisions 24 1,654 1,683 (29) (1.7
Income tax liabil ties 1,670 1,378 + 292 + 21.2
Other liahilities 25 5,505 5,214 + 3 + 7.3
Subordinated capital 26 11,496 12,142 (646} (5.3)
Liabilitles of discontinued opsrations and of dispesal
groups held for sale 27,28 763 152,920 {152,157) {99.5)
Shareholders’ equity 23,446 19,988 + 3458 + 17.3
Sharehoiders' equity attributable to shareholders of HVB AG 22,603 16,690 + 593 + 354
Subscribed capital 2,407 2,252 + 155 + 69
Additional paid-in capital 9,789 8,883 + 906 + 102
Other reserves 5,203 4,061 + 1,142 + 281
Change in valuation of financial instruments 120 872 (752) 86.2)
MS reserve 774 1,185 {421} (35.2)
Hedge reserve {654) (323) (331) > (100.0)
Consolidated profit 2006 — 622 B22) (100.0)
Net profit 1/1-30/6/2007 5,084 — + 5084  >+1000
Minority interast 843 3,208 (2,450) (74.4)
Total shareholders' equity and liabilities 437,640 508,033 (70,393) (13.9)
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otatement of Changes \
in Shareholders’ Equity

at June 30, 2007 (abridged version)

SUBSCRIBED ADDITIONAL PAID-IN OTHER RESERVES

CAPITAL CAPITAL OF WHICH:
PENSION AND SIMILAR \
OBLIGATIONS ‘

€ millions {IAS 19)
Shargholders’ equity at Jan, 1, 2006 before initial application \
of new and revised IFRSs 2,252 9,128 864 0 !
Effect of initial application of new and revised IFRSs 0 0 (806) (8086) ‘

Shareho!ders' equity at Jan. 1, 2006 after initial application

of new and revised IFRSs 2,252 9,128 58 (806)
Change from capital increases — — — —
Change from capital reductions — — — _
Change in valuation of financial instruments — — — —_
Change in net income (loss) — — — —
Actuarial losses on defined benefit plans — — — —

Change in holdings of, and net income from, own equity instruments — (2) — —
Dividend payouts — — — —
Changes in group of consolidated companies and reserve arising

from foreign currency translation and other changes — — (1) —
Shareholders’ equity at June 30, 2006 2,252 9,126 (53) {B06)
including:

shareholders” equity of discontinued operations and disposal group held for sale 0 0 34 (5}
Shareholders’ equity at Jan. 1, 2007 2,252 8,883 4,061 (814)
Change from capital increases 155 906 — —

Change from capital reductions — — — —_
Change in valuation ¢t financial instruments — — — —_
Change in net income (foss} — — — _
Actuarial losses on defined henefit plans — — — —
Change in holdings of, and net income from, own equity instruments — — — —

Dividend payouts’ — — — —
Transfers from net income — — 321 —
Changes in greup of consolidated companies and reserve arising

from foreign currency translation and other changes — — 821 580
Shareholders’ equity at June 30, 2007 2,407 9,789 5,203 (224)
including:

shareholders' equity of discontinued operations and disposal group held for sale 0 o} 0 {2

1 the Annual General Meeting on June 27, 2007 decided to pay a dividend of €301 million from the profit generated in 2006 (€622 millicn).
This is equivalent to a dividend of €0.40 per share of commen stock and per share of preferred stock and an advance dividend
of £0.064 per share of preferred stock, The remaining amount of €321 million has been transferred to retained earnings
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CHANGE N VALUATION OF CONSOLIDATED NET PROFIT TOTAL MINORITY TOTAL
FINANCIAL INSTRUMENTS PROFIT 11-30/6 SHAREHOLDERS’ INTEREST SHAREHOLDERS'
EQUITY ATTRIBUTABLE EQUITY

AfS RESERVE HEDGE RESERVE T0 SHAREHOLDERS

OF HYB AG
871 (142) 191 — 13,164 3,219 16,383
0 0 — — (B06) (166) 972)
871 (142) 191 — 12,358 3,053 15,411
— — — — 0 4 4
— — — — 0 — ¢
(44) 419) — — (463) (35) (498)
— —_ — 1,706 1,706 464 2,170
— — — — 0 — 0
— — — — @ — @
— — (191) — (191) (151) (342)
() (1) — — 13 &) (119
826 (562) 0 1,706 13,295 3,329 16,624
31 0 0 3) (62) 5 67
1,195 (323) 622 — 16,690 3,208 19,988
— — — — 1,061 — 1,061
— — — — 0 — 0
RE (466) — — (483) — (483)
— — — 5,084 5,084 43 5,127
— — — — 0 — 0
— — — — 0 — 0
— — (301) — (301) (33) (334)
— — (321) — — — —
(404) 135 — — 552 (2,465) (1,913)
774 (654) 0 5,084 22,603 843 23,446
0 0 0 0 0 0 0
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Cash Flow Statement

(abridged version)

2007 2006

HVB GROUP FULL

€ millions NEW HVB GROUP
Cash and cash equivalents at January 1 3211 7,757
Cash flows from operating activities (3,982) (3,157}
Cash flows from investing activitles' 3,320 1,019
Cash tlows from financing activities {352) (430}
Effects of exchange rate changes (7 (60)
I.ess disposal group held for sale and discontinued operations (12} —
Cash and cash equivalents at June 30 2,178 5129

1 the net cash fiow (€3,690 millior) from the disposal of discontinued operations
is included in the cash flows from investing activities for 2007
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Selected Notes

1 Accounting and valuation principles

IFRS basis

The present interim report has been prepared in accordance with the
regulations defined in the International Financial Reporting Standards
(IFRS) and complies with IAS 34, which covers interim reporting. At
the same time, this Half-yearly Financtal Report prepared in accor-
dance with IFRS meets the requirements in place since the 2007
financial year for capital-market oriented companies to provide finan-
cial reports during the year. These requirements have arisen under
the German Securities Act (WpHG) as a result of the implementation
of the EU Transparency Directive.

Listed below are the changes to the standards to be applied for the
first time in the 2007 financial year, which essentially affect our Bank.

IFRS 7 “Financial Instruments: Disclosures”, the application of
which has been obligatory since January 1, 2007, has amended the
reporting of financial instruments. IFRS 7 replaces IAS completely
and IAS 32 partially.

Among other things, this involves showing bafance sheet disclosures
and the contributions to income of financial instruments separately in
accordance with the IAS 39 valuation categories. We have complied
with this requirement in the respective notes to the balance sheet and
income statement in the present Half-yearly Financial Report.

The IFRIC 7, 8, 9 and 10 interpretations ta be applied for the first time
in the 2007 financial year have had no material conseguences for
accounting and valuation. Starting in 2007, HVB has used the fair
value hedge permitted by IFRS for interest rate risks at portfolio level
far the first time, for a limited portfolic of bank liabilities.

Please refer to the 2006 Annual Report starting on page 115 for
information on other accounting and valuation pelicies.

Segment reporting

In the segment reporting the standardised uniform capital allocation
to divisions used previously has been changed to a system of
individual core capital allocation for each divisicn in the case of
companies assigned to several divisions. Thig involves allocating
core capital 1o the divisions over a range between 5.9% and 6.8%

of risk-weighted assets. The percentage used to assess the equity
capital allocated to the companies assigned to several divisions

(HVB AG, HVB Banque Luxembourg} stood &t 3.4% in the 2006 finan-
cial year. This rate, which equals the 3-month EURIBOR plus a pre-
mium in the amount of the average 5-year UniCredit spread, is set
for one year as part of the budgeting process. The percentage rate
changed from 3.4% to 3.8% in connection with the new rules laid
down for the 2007 financial year. Nejther change has any material
net effect. This is why we have dispensed with restating the previeus
periods.
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Selected Notes continued

2 Changes in the group of companies included in consolidation
Among others, the following companies have been included in

the group of consolidated companies of the new HYB Group for the
first time:

— PlanetHome AG, Munich

— PlanetHome GmbH, Mannheim

~ Enderlein & Co. GmbH, Bielefeld

— Wealth Management Capital Holding GmbH, Munich

Furthermore, the investment banking operations of UniCredit Banca
Mobiliare, Milan, have been transferred to HVB AG. This transaction
has the same effect as initial consolidation or the comparison of
results with ihe first half of 2006 and the first quarter of 2007 as well
as the bafance sheet at December 31, 2006,

The following companies, among others, have left the group of
companies consolidated by the new HVB Group in 2007:

- Indexchange Investment AG (Indexchange), Munich
— Norddeutsche Investmeni-Gesellschaft mbH {Nordinvest), Hamburg
— HVB Payments & Services GmbH (PAS), Aschheim

Indexchange was scld to Barclays Bank PLC for around €240 million
on February 8, 2007. On January 31, 2007, Nordinvest was trans-
ferred to Pioneer Global Asset Management S.p.A. as part of

the measure taken to bundle the asset management activities in

the UniCredit Group. PAS was sold to Postbank with effect from
January 1, 2007,

When comparing figures with the results achieved in the first half of
2007, the companies which were deconsolidated after June 30, 2006
in the: 2006 financial year also had an impact on the figures.
Essentially, this concerns Activest Investmentgesellschaft mbH,
Activest Investmentgesellschaft Luxembourg S.A. and Westfalenbank
Bochum.

The following companies, which had been defined as discontinued
operations at December 31, 2006, were deconsolidated with
retroactive effect from January 1, 2007:

- Bank Austria Creditanstalt AG including all companies included in
the BA-CA sub-group

— AS UniCredit Bank, Riga

- Closed Joint Stock Company International Moscow Bank (IMB),
Moscow

— Joint Stock Commercial Bank HVB Bank Ukraine, Kiev

Hence, the income statement now only includes under discontinued
operations the results posted for the branches in Vilnius, Lithuania,
and Tallinn, Estonia, up to March 1, 2007 and the gains on disposal of
the companies listed above.
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NOTES TO THE INCOME STATEMENT

3 Segment reporting

Income statement broken down by division for the period from January 1 to June 30, 2007

RETAIL WEALTH CORPORATES & MARKETS & OTHER/ HVB GROUP  DISCONTINUED FULL HVB
MANAGEMENT COMMERCIAL INVESTMENT CONSOL- NEW OPERATIONS? GROUP?
REAL ESTATE BANKING DATION
€ millions FINANGING
TOTAL REVENUES
1/1-30/6/2007 N3 235 710 1,779 350 3,987 3 3,980
1A1-30/6/2006 917 315 688 1,206 88 3,213 2,655 5,868
Operating costs
11-30/6/2007 (7o {142 (233 (682) (140 (1,898) 3 (1,801
1/1-30/6/2006 (AR} {193) (243) {871} (152) {1,870) (1,478) (3,348
OPERATING PROFIT
11-30/6/2007 212 93 477 1,097 210 2,089 — 2,089
1/1-30/6/2006 206 122 445 634 (64) 1,343 1,177 2,520
Net write-downs of loans
and provisions for guarantees
and commitments
1/1-30/6/2007 (80) {6) {102) @ (200) (390 — (390)
1/1-30/6/2006 {80) — {101 1 (232) 412 {208) (618)
Other items?
1/1-30/6/2007 — 6 2 223 124 355 3,772 4127
1/1-30/6/2006 1 6 8 43 31 89 686 775
PROFIT BEFORE TAX
1/1-30/6/2007 132 93 77 1,318 134 2,054 3,772 5,826
1/1-30/6/2006 127 128 a52 678 {265) 1,020 1,657 2,677

1 contains the following income statement items: provisions for risks and charges, write-town en goodwill,

restructuring costs, net income from investments and other non-cperating eXpenses
2 contains the gains an the dispesal of discontinued operations in other items
(net income from investments}
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Selected Notes continued

Income statement of the Retail division

Q2 (1] 04 03 02
11-30/6/2007  1/1-30/6/ 2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € millions € millions € millions € millions € millions € millions € millions
Net interest income 540 550 269 2H 261 285 270
Net fees and commissions 367 350 172 195 140 139 154
Net trading, hedging and fair value income 1 1 — 1 {1) 0] 2
Net other expenses/income 5 16 2 3 (10) @ 1
Net non-interest income 373 367 174 199 129 136 167
TOTAL REVENUES 913 917 443 470 390 4 437
Payroll costs (295} (286) {143 {152 (132) {139) {145)
Qther administrative expenses, amortisation,
depreciation and impairment losses on intangible
and tangthle assets (4086) {425) {205} (201) {213) (227) {210}
Operating costs (701} {711) (348) (353) (345) {366) {355)
OPERATING PROFIT ' 212 206 95 17 45 55 82
Restructuring costs ' — (1 — — (5) 1) i
Net write-downs of loans and provisions for
guarantees and commitments 80) (80} 13 (67) (43} (50) 51)
Net income from investments and other items? — 2 — — 08} {4) 1
PROFIT BEFORE TAX 132 127 82 50 (10) - N
Cost-income atio in % 76.8 715 786 751 88.5 86.9 81.2

1 contains the following income statement items: provisions for risks and charges, write-cown
on goodwill, net income from investments and other non-cperating expenses -
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Developments in the Retail division
In the first hatf of 2007 the Retail division generated a 2.9% increase
in total revenues over last year, reaching €212 million.

The improvement in the cost-incoeme ratio to 76.8% contributed to
this pleasing development.

At the same time operating costs declined by 1.4% despite the initial
consolidation of the PlanetHome Group, one of the leading providers
of property finance specialising in the provision and financing of
residential property. Within total operating costs, payrell expenses
increased by 3.1% due to the increase in expenses resulting from
the initial consolidation of the PlanetHome Group in the first guarter
of 2007, In contrast, however, the other administrative expenses,
including depreciation of property, plant and equipment, declined

by 4.5%, particularly as a result of the continuing strict cost
management.

At €913 million, total revenues remained at the same level as last
year despite the slight decling in net interest income (down 1.8%).
Net interest income decreased largely as a result of a decling in vol-
umes of lending far overdraft facilities, whereby the restrained

demand for credit from business customers is particutarly noticeable
on the market and strategically induced in the case of real estate
loans. This development was offset in part by the higher margins on
the deposit-taking side and the increase in volumes for demand and
term deposits. The main reason for the rise in total revenues was the
pleasing development in the fees and commissions business with a
4.9% increase over last year in addition to the initial consolidation of
the PlanetHome Group. Alengside “KombiAnlage plus”, one of our
core products in securities and cusiodial services, a major contribu-
tion was made by the continued successful distribution of innovative
investment products with a nominal sales volume of €1.9 billion. Key
products in this connection are include “HVB 6% Zins Ass”, “HVB
Best of Fonds Zertifikate”, “HVB Zukunftszeriifikat II", “HVB 8%
Favorit Anleihe”, “Favorit Express Zertifikat” and "HVB Bonus Zertifikat
Continental Star”.

With net write-downs of loans and provisions for guarantees and
commitments unchanged compared to the previous year, the good
operating performance resulted in a profit before tax of €132 million,
which is 3.9% higher than the result for the first haif of last year.
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Selected Notes continued

Income statement of the Wealth Management division

Q2 [} 04 3 Q2
111-30/6/2007  1/1-30/6/2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € millions € millions £ millions € millions £ millions £ millions € millions
Net interest income 77 76 40 37 47 40 40
Nat fees and commissions 166 249 79 87 86 62 114
Net trading, hedging and fair value income {8 (13 N M )] 1 (8)
Net other expenses/income — 3 — — 1 1 3
Net non-interest incoms 158 239 72 26 86 62 109
TOTAL REVENUES 235 315 112 123 133 102 149
Payroll costs @47 (68) (24) {23} {26) {25) (34)
Other administrative expenses, amortisation,
depreciation and impairment iosses on intangible
and tangible assets (95) {127) (48) {49) {49) 43) (65)
Operating costs (142) {193 (70 {72) 75) (68} 99
OPERATING PROFIT 93 122 42 51 58 34 50
Restructuring costs — — — — (5 2 —
Net write-downs of loans and provisions for
guarantees and commitments {6) — {2) 4 [t2)] @ 4
Net income from investments and other items? 6 6 5 1 10 533 4
PROFIT BEFORE TAX 93 128 45 43 55 563 58
Cost-income ratio in % 60.4 61.3 62.5 58.5 56.4 66.7 66.4

| 1 contalns the following income statement items: provisiens for risks and charges, write-down
on goodwill, net income from investments and other non-operating expenses

Developments in the Wealth Management division

As part of the pooling of asset management activities in the UniCredit
Group, the Activest Group (Activest Investmentgeselischaft mbH,
Munich, Activest Investmentgesetlschaft Luxembourg S.A., Luxem-
bourg and Activest Investmentgesellschaft Schweiz AG, Berne) were
transferred to Pioneer Global Asset Management S.p.A. with effect
from July 1, 2006 along with Nordinvest in January 2007, and the
depositary banking activities of HVB Banque Luxembourg S.A. were
assigned away from the Wealth Management division with effect frem
January 1, 2007, Consequently, the primary profit contributions of the

Activest companies (only until mid-2006), Nordinvest and the profits
from the depositary banking activities of HVB Banque Luxembourg
from the quarters of last year are still included in the above income
staternent, To make it easier to compare the performance of our
Wealth Management operations, we are showing below an income
statement for the Wealth Management division, in which the quarterly
figures for 2006 have been adjusted for the deconsolidation effects
and the profits from the depositary banking activities of HYB Banque
Luxernbourg.
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Adjusted income statement of the Wealth Management division
a2 [h} 04 Q3 az
111-30/6/2007  1/1-30/6/ 2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € millions € millions € millions € millions € millions € millions € millions
Net interest income 77 73 40 37 46 40 39
Net fees and commissions 166 163 79 87 72 53 76
Net trading, hedging and fair value income (8 (13) ] {1) m 1 ®
Net other expenses/income — 2 — — 2 (4} 1
Net non-interest income 158 152 72 86 73 53 69
TOTAL REVENUES 235 225 112 123 119 93 108
Payroll costs (47} (43) {24) 23 (24) (23) {22)
Other administrative expenses, amortisation,
depreciation and impairment losses cn intangible
and tangible assets (95} 97) {46} (49) {48) {42) {60}
Operating costs {142) (140) {70) 72) {72) (65) {72)
OPERATING PROFIT 93 85 42 51 47 28 36
Restrueturing costs — —_ — — 2 @ —_
Net write-downs of loans and provisions for
guarantees and commitments {6) — [¥d] () {8) (2)
Net income from investments and other items’ 6 4 5 1 {1) n
PROFIT BEFORE TAX 93 89 45 48 40 23 43
Cost-income ratio in % 60.4 62.2 62.5 58.5 60.5 69.9 66.7

1 contains the following income siatement items: provisicns for risks and charges, write-down
an goocwill, net income from mvestments and otter non-operating expenses

The Wealth Management division encompasses the Wealth
Management Sales of HVB AG, the DAB Bank Group, the private
banking activities of HVB Banque Luxembourg and Wealth Manage-
ment Capital Helding GmbH, Munich, which was consolidated for the
first time in the second quarter of 2007 and encompasses participat-
ing interests in HVB Fonds Finance GmbH, Blue Capital GmbH and
H.F.S. Hypo-Fondsbeteiligungen fiir Sachwerte GmbH, Munich.

The following description of developments relates to the adjusted
income statement.

With profit before tax of €93 million, the Wealth Management division
recorded an increase of 4.5% in the first half of 2007 cver the
equivalent figure for the carresponding period last year, This develop-
ment reflects in particular the rapidly expanding profits of the DAB
Bank Group, which succeeded in achieving an increase in profit
before tax of 16% compared to iast year.

The strong 9.4% rise in operating profit was driven by the 4.4%
increase in total revenues to €235 million. The process of stepping
up asset management activities in Wealth Management Sales is
gaining momentum. Compared 1o last year, the division achieved a
6.3% net increase in the number of customers. The volume of assets
under management increased by 24% to €2.9 billion in the last six
months. In terms of real assets, private equity holdings in particular
were successiully placed. Net fees and commissions improved by
1.8% over last year. Net interest income in the division rose by 5.5%
as a result of higher dividend income.

The 1.4% increase in operating costs reflects the deliberate expan-
sion of the sales force, which is intended o generate sustained
erganic growth. The cost-income ration improved by 1.8 percentage
points to 60.4% on the back of higher total revenues.
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Selected Notes continued

{ncome statement of the Corporates & Commercial Real Estate
Financing division, Gorporates subdivision

0z ] 04 Q3 02
11-30/6/2007  1/1-30/6/2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € millions € millions € mitlions € millions £ millions € millions € millions
Net interest income 418 411 218 200 205 185 202
Net fees and commissions 180 158 82 98 63 76 73
Net trading, hedging and fair value income — (2) 1 1 ? 4 2
Net other expenses/income 3 6 3 — {4 (1 5
Net non-interest income 183 162 84 99 61 79 76
TOTAL REVENUES 601 573 302 299 266 264 278
Payrall costs (88} 84) {42) (46) (43 41) 43
Other adminisirative expenses, amortisation,
depreciation and impairment losses on intangible
and tangible assets {123} (134) {63) (60) {73) (69) (65)
Operating costs {211) (218) (105) (106) (116) {110) (108)
OPERATING PROFIT 390 355 197 193 150 154 170
Restructuring costs - — — — — il —
Net write-downs of loans and provisions far
guarantees and commitments {101} 79 {61) 40 74) (48) (39)
Net income from investments and other items! 3 8 4 M (id4) {4) 1
PROFIT BEFORE TAX 292 284 140 152 62 1 136
Cost-income ratic in % 351 38.0 34.8 35.5 436 41,7 38.8

1 conizins the follgwing income statement items: provisions for risks and charges, write-down
on goodwill, net income from investments and other nan-operating expenses

Developments in the Corporates subdivision

The Corporates subdivision, which focuses on business with

small- and medium-sized customers as its core competence, again
succeeded in surpassing last year's excellent figure posted for
operating profit, with an increase of 9.9%. This is a result of the
pleasing developments both on the earnings side and on the cost
side which are reflected in a tangible improvement in the cost-
income ratio (down 2.9 percentage peints to 35.1% in the first half
of 2007). At the same time operating costs pested a 3.2% decling
whilst total revenues rose by 4.9%. Net fees and commissions con-
tributed 13.9% of the growth in eamings, largely as a result of

increased sales in derivatives operations and an expansion of trans-
actions in payments, Despite greater competitive pressure on the
German market, there was a slight improvement of 1.7% in net inter-
st income.

The good operating performance more than offset the rise in net
write-downs of Ipans and provisions for guarantees and commitments
(up 27.8%) and lower revenues fram net income from investments
and other items, resulting in a 2.8% increase of profit before tax to
€292 million.
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Income statemnent of the Corporates & Commercial Real Estate
Financing division, Commercial Real Estate Financing subdivision

Q2 m 04 03 02
1/1-30/6/2007  1/1--30/6/2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € milligns € millions € millions € millions € millions € millions € millions
Net interest income 84 93 4 43 27 40 44
Net fees and commissicns 24 19 13 11 8 1 1
el trading, hedging and fair value income - — — — — — _
Wet other expenses/income 1 3 1 — @ - 2
Net non-interest income 25 22 14 1 6 1 13
TOTAL REVENUES 109 115 55 54 33 51 57
Payroll costs [14] [14] (4) {3 2 4 {3)
Qther administrative expenses, amortisation,
depreciation and impairment losses an intangible )
and tangible assets (15) (18) {6) (9 (10) {10) 8
Operating costs {22) (25) {10} {12) (12) (14) (L))
OPERATING PROFIT 87 90 45 42 21 7 46
Restructuring costs — — — — — — —
Nat write-downs of loans and provisions for
guarantees and commitments m (22) 10 {11 (13} (30} {4)
Net income from investments and other items! m — 1) — 5 {6) -
PROFIT BEFORE TAX 85 68 54 N 15 1 42
Cost-income ratio in % 20.2 21.7 18.2 222 36.4 275 19.3

1 cantains the following income statement ems: provisions for risks and charges, write-gown
on goodwill, net income from investments and other non-gperating expenses

Developments in the Cornmercial Real Estate

‘ Financing subdivision
The performance of the Commercial Real Estate Financing subdivi-

‘ sion in the first half 2007 was marked by a decline in volumes as a
result of the resiructuring programme begun in 2005 as well as the
sales of our customers’ portfolios. At the same time, we succeeded in
significantly expanding service operations.

Net interest income fell by 9.7% in the first half of 2007 compared
to last year. In the process, lower net interest income due to the
continued strategic reduction of volumes was partially offset by higher
volumes in the deposit-taking business. The good 26.3% rise

in net fees and commissions resulted from a significant increase in
commissions contributed by derivatives operations, structured finan-
¢ing and M&A clients. Despite the 5.2% decline in total revenues,
there was a slight improvement in the cost-income ratio on account
of lower operating costs (down 12.0%) as a result of the lower payroll
costs entailed in the reduction of portfolios: at 20.2%, the cost-
income ratio is at a very good level after 21.7% in 2006.

Due to the significant decline in additions to impairment losses {down
95.5% compared to the same period last year}, a substantial rise of
25% was recorded for profit before tax.
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Selected Notes continued

Income statement of the Markets & Investment Banking division
az 1) 04 a3 02
11-30/6/2007  111-30/6/2006 2007 2007 2006 2006 2006
INCOME/EXPENSES € millions € millions € millions € millions € millions € millions € millions
Net interest income 712 542 301 41 361 268 256
Net fees and commissions 240 188 150 a0 106 72 86
Net trading, hedging and fair value income 818 465 463 355 79 193 171
Net other expenses/income g 10 7 2 3 8 5
Net non-interest income 1,067 663 620 447 188 257 262
' TOTAL REVENUES 1,779 1,205 921 858 549 525 518
l Payroll cosis ' (364) (258) {201) {163} (144) (120) (120
Other administrative expenses, amortisation,
depreciation and impairment losses on intangible
and tangible assets {318 (313 (168) {150} (181 (147) (162)
Operating costs (682) (571} (369) {313) (325) (267) (282}
OPERATING PROFIT 1,097 634 552 545 224 258 236
Restructuring costs — — — — 1) — —
Net write-downs of loans and provisions for ‘
guarantees and commitments 2 1 {1 1 20 {5) 16
Net income from investments and other items’ 223 43 8 215 (221) 16 16
| PROFIT BEFORE TAX 1,318 678 559 759 22 269 268
Cost-income ratio in % ' 383 47.4 40.1 36.5 59.2 50.9 54.4
1 contains the follewing income siatement items: provisions for risks and charges, write-down

on goodwill, net income from invesiments and other non-operating expenses

Developments in the Markets & Investment Banking division
The Markets & Investment Banking divisicn continued its successful,
sustainable results trend in the current year, almost doubling its

profit before tax year-on-year by 94.4% in the first half of 2007 In
the first six months of 2007, profit before tax stands at €1,318 million
compared to €678 million in the same period last year.

This good performance can be primarily attributed to the substantial
rise of €463 milliort in operating prefit and the gain of €219 million
realised on the disposal of Indexchange recegnised in net income
from investments and other items.

Total revenues were up by a total of €574 million, or 47.6%. €108
miliion of this growth relates to the initial consolidation of UBM's
investrnent banking activities, the income and expenses of which

have heen incorporated since April 1, 2007. But even when the trans-
ferred investment banking activities are not included in the figures,
total revenues posted a significant year-on-year rise of almost 39%.

The strang growth in net trading, hedging and fair value income in
particular, which climbed €353 million, is impartant to note. At the
same time, net interest income and net fees and commissions, which
both benefited from the excellent performance in structured finance,
also recorded a substantial increase,

The sharp 19.4% rise in operating costs is attributable particularly to
higher performance-related payroll costs alongside the first-time
inclusion of UBM’s investment banking activities. The cost-income
ratio nevertheless improved considerably, from 47.4% in the first half
of 2006 to 38.3% in the first half of 2007,
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Income statement of the Other/consolidation division

Q2 M 04 3 Q2
1/1-30/6/2007  1/1-30/6/ 2006 2007 2007 2006 2006 2006 |
INCOME/EXPENSES € millions £ millions € millions € millions € millions € millions € millions
TOTAL REVENUES 350 88 149 20 7 {2) 60
Operating costs (140) {152) 41 {99) (33) (94) {51)
QOPERATING PROFIT 210 {64) 108 102 (26} {96) 9
Restructuring costs 3 ‘ 2} 3 — (30) (12) {2) |
Net write-downs of foans and provisions for
guarantzes and commitments {200) (232 {114) {86) (179 (91) (132
Net income from investments and other items? 127 33 78 49 (35) {11) 2
PROFIT BEFORE TAX 134 {265) 69 65 (270) (210) (123)

1 containg the following income statement items: provisions or risks and charges, write-down
an goodwill, net income from investments and other nen-operating expenses

Developments in the Other/consolidation division

The Other/consolidation segment encompasses the Global Banking
Services and the Group Corporate Centre subsegments together
with the profit contributions from the Special Credit Portfolio, the
Real Estate Restructuring portfelio previously shown separately, and
consolidation effects.

The total revenues of this segment rose sharply, from €88 million
last year to €350 million in the first half of 2007. This development
results almost exclusively from net interest income, which benefited
from the interest effects arising from the inflow of funds in conjunc-
tion with the disposal of the discontinued cperations. This effect was
reinforced by the return on the purchase price (generated in the first
quarter of 2007) together with the investment of the gains on dis-
posal and the omission of the refinancing costs on the carrying

amounts of the investments in the discontinued operations that were
included last year, With cperating costs remaining stable compared
to the same period last year, the interest effect described above had &
positive impact on operating profit. Net write-downs of loans and pro-
visions for guaranteas and commitments, which relate to the Special
Credit Portfolio, felt by 13.8%, to €200 million. At the same time, the
gain of €47 million on the disposal of Nordinvest and the gain of
€113 millien on the disposal of Minchener Riickversicherungs-
Gesellschaft in particular led to the higher profit contribution from net
income from investments and other items. Last year, this item
included the gain of €55 million on the disposal of Babcock & Brown
and €40 miilion on the disposal of Lufthansa. Profit before tax
improved to €134 million after the first six months of the present
financial year after a ioss of €265 million in the equivalent period last
year,
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Selected Notes continued

4 Net interest income

In terms of the year-on-year change in net fees and commissions,

11-306/  171-30/6/  the profit contributions made by the sold Activest companies, Index-
€ millons 2007 2006 change and Nardinvest are only included in net fees and commis-
Interest and similar income from sions for 2006 up 1o the middle of the year, which has a negative
tending and money market transactions B,411 5841  effect when compared to 2006. In contrast, the initial consolidation of
fixed-income securities 1,910 90z  UBM's investment banking activities and the PlanetHome Group has
finance leases 30 21 apositive impact. When adjusted for initizl consolidation, deconsoli-
{nterest expense and similar charges from dation and currency effects, last year's level was exceeded by 5.3%.
deposits 4,351 3,207
promissory notes and other liabilities 7 Net trading, hedging and fair value income
evidenceda by paper 1,776 1,651 1/1-30/6/ 1/1-30/6/
subordinated capital 311 350 € milions 2007 2006
Total 1,913 1,556  Net gains on financial instruments held for trading 643 474
) . i ) N Equity contracts 86 75
Interest 'lncome gnd intergst expensg for financlal assets and |Ia‘bl-|ITleS Interest rate and currency contracts 257 17
not carried at f'au.r value throggh profit or loss totalled €6,067 million Dividend incame arising from trading aperztions 300 287
and €5,315 million, respectively. Private equity realisation gains’ 99 —
Effects arising from hedge accounting {4) —_
S5 Dividends and other income from equity investments Net gains on financial instruments designated at
¢ millions 1!1-:;1())/06;' 1.'1-:;%:;;5(4; fair value through profit or oss 57 7
Other net trading, hedging and fair value income 24
Interest and similar income from Total 819 482
BQUin securities and other variable-yield securities 67 59 1 the gains en the disposal of actively managed heldings in the private equity busingss are recorded here.
subsidiaries 24 11 The gains of 2round €23 millicn realised in the previcus year have not been adjusted, They are shown
companies accounted for using the equity method 4 4 under net income from investments
participating interests 136 73
Total 271 147 8 Net other expenses/income

The interest income from participating interests increased by
€63 million to €136 million essentially on account of higher dividend
payouts by private equity funds.

6 Net fees and commissions

111-30/6/ 1/1-30/6/
£ millions 2007 2006
Securities and custodial services 451 540
Fareign trade operations/money transfer operations 144 148
Lending operations 231 193
QOther service operations 149 104
Total 975 985

This item comprises the balance of fee and commission income
of €1,269 million (2006: €1,230 million) and fee and commission
expense of €294 million (2006; €245 milliony).

1/1-30/6/ 11-30/6/
€ millions 2007 2006
Other income 164 105
Other expenses 115 62
Net other expenses/income 49 43
9 Net write-downs of losses and provisions
for guarantees and commitments
11-30/6/  11-30/6/
€ millions 2007 2006
Additions 908 884
Allowances for losses on loans and advances 884 861
Allowances for losses on guarantees and indemnities 24 23
Reversals {483) (403}
Allowances for losses on loans and advances 478) (395)
Allowances for losses on guarantees and indemnities ®) [ts3}
Recoveries from write-offs of loans and receivables (35) (69)
Total 390 412
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10 Net income from investments

Income statement of discontinued operations

11-30/6F  1/1-30/6/ 11-3006/  1/1-30/8/
€ millions 2007 2006 € millions 2007 2006
Gains on the disposal of Net interest income 2 1,420
placements, loans and advances 1 —  Net fees and commissions 1 895
available-for-sale investments 104 1565 Net trading, hedging and fair value income — 293
held-1o-maturity investments — 2 Netother income/expenses —_ 47
companies accounted for using TOTAL REVENUES 3 2,655
the equity method — =-—  Operating costs 3 {1,478}
shares in affiliated companies 258 —  OPERATING PROFIT —_ 1,177
land and buildings 20 —  Prowvisions for risks and charges — 4
Write-downs and value adjustments on Write-down on goodwill — —
available-for-sale investments — (19)  Restructuring costs — —
held-1o-maturity invastments — —  Net write-downs of loans and provisions for
companies accounted for using guarantees and commitments — (206)
the equity method — —  Netincome from investments 3,772 690
shares in afflliated companies — —  Other non-operating expenses — _
land and buildings — —  PROFIT BEFORE TAX 3,772 1,657
Total 383 138 Ingome 1ax for the pericd 82) (192)
PROFIT AFTER TAX 3,690 1,465
The gains of €258 million on the disposal of shares in affitiated Minoritics — 413
companies include the gains realised on the disposal of Indexchiange  erpRoFT 3,690 1,052
amounting to €219 million and Nordinvest amounting to €47 million.
The gains on the disposal of the available-for-sale investments can Earnings per share of discontinued operations
be attributed essentially to the €113 million realised on the disposal W30 =307
of Miinchener Riickversicherungs-Gesellschaft AG. Eaming per share {€) 2007 2006
4.75 1.40
11 Income statement and earnings per share
of discontinued operations 12 Earnings per share
In 2007, the gains on disposal of the BA-CA Group, IMB, AS UniCredit N-30/6/  11-30/6/
Bank and HVB Bank Ukraine amounting to €3,772 million before tax FULL HVB GROUP 2007 2006
are included under net income from investments in the income state- Net profit (€ millians) 5,084 1,706
ment of discontinued operations. Compliant with IFRS, the gains on Average number of shares 776,541,406 750,699,140
disposal account for a total of €82 million in taxes. In addition, the Earnings per share (€) 6.55 207
income and expenses of the HYB branches in Vilnius and Tallinn up to
the ecenomic completion date of March 1, 2007 are disclosed in 2007,
The previous-year figures also include the income and expenses of HVE GROUP NEW "‘“";%’37’ ‘”‘32?,{2
the business activities of the discontinued operations sold in the first
quarter of 2007 Net profit (€ millions) 1,394 654
Net profit (adjusted’, € millions) 1,012 656
Average number of shares 776,541,406 750,699,140
Earnings per share (€) 1.80 0.87
Earnings per share (adjusted', €) 1.30 0.87

1 2007 figures adjusted for the elect arising from interest payable on the pucchasa prica relating
10 the dispesal of discontnued operations, the gains on disposal of Indexchange and Miinchener
Rixckversicherungs-Gesellschaft AG and restructuring costs; 2006 adjusted lor restroctusing costs
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Selected Notes continued

NOTES TO THE BALANGE SHEET

13 Assets held for trading purposes

17 Allowances for losses on loans and advances
Analysis of allowances for losses on loans and advances

€ millions 2007 2006
€ mitlions 30/6/2007  31112/2006  Rajance at January 1, HVB Group new 6,068 9,228
Debt securities and other fixed-income securities 62,662 45709  Changes affecting income
Equity securities and other variable-yiekd securities 27458 19917 Gross additians 834 861
Positive fair values from derivative financial instruments 62,182 35,114 Releases 1478) {395)
Qther assets held for trading purposes 33,381 6,471  Changes not affecting income
Total 185,683 107,211 Changes due to make-up of group of consolidated
companies and reclassifications of disposal groups
14 Placements with, and loans and advances to, other banks, Ezf;?:ajisng oo ioss allowances (37;) T ggii
broken down by maturity .
Effects of currency translation and ather changes
€ millions 30/6/2007  31/12/2006 not affecting income 7 3
Repayable on demand 15.283 12,919 Non-current assets or disposal groups held for sale _ —
With agreed maturitos 37524 28345 Balance at June 30, HVB Group new 6,109 7,274
Total 52,807 41,264
18 Investments
15 Loans and advances to customers, broken down by maturity ¢ mujions 30/6/2007  31A2/2006
€ millions 30/6/2007 31122006 Held-to-maturity investments
Repayable on demand 13,271 13,658 .Debt secun’ties." and other fixed-income securities 2.627 47
With agreed maturiies 159,221 156.340 Avallable-for-s.a!e |nvestmfar?ts. 7,832 7,138
up 10 3 months 27440 27 838 Non:c.ongolld?ted subsidiaries 567 588
from 3 months to 1 year 12,022 11,999 Pamclpatm‘g. Interests ——- — 2,051 1884
o s e e e e
from 5 years and over 84,460 87,463 - — . :
Total 172,492 169,908 .of which: long-term securities 1,146 1,413
Fair-value-option investments 11,367 11,728
Debt securities and other fixed-income securities 11,309 11,613
16 Total volume of lending Equity securities and other variabls-yield securities 58 115
By content Compantes accounted for using the equity method 39 35
€ millions w007 iy o goodl — —
Investment property 477 473
Placements with, and loans and agdvances to, Total 22,342 19,845
other banks 21,026 18,027
Loans and advances to customers 167,336 167,068
Contingent liabilities arising from guarantees
ang indgmnities 28,138 24,977
Total 216,500 210,072
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19 Assets of discontinued operations

30/6/2007  31/12/2006

Assets € millions £ millions
Cash reserve 12 2,874
Assets held for trading purposes — 17,188
Placements with, and loans and advances to, other banks 12 32,694
Loans and advances to customers 292 88,504
Allowances for losses on loans and advances ] {2,755)
Investments 2 18,296
Property, plant and equipment 1 915
Intangible assets — 1,984
Income tax assets — 1,022
{ther assets — 2,725
Total assets nz 163,447

After the disposal of the BA-CA Group, IMB, AS UniCredit Bank and
HVB Bank Ukraine in the first quarter of 2007, only the HVB AG
branches in Vilnius and Tallinn were defined as discontinued
operations in the first half of 2007, At December 31, 2006, the sold
companies named above were also defined as discontinued opera-
tions in addition to the HYB AG branches in Vilnius and Tallinn.

20 Non-current assets or disposal groups held for sale
Compliant with IFRS 5, non-current assets held for sale and the
assets of a disposal group held for sale are shown separately in the
balance sheet. At June 30, 2007 this item contains the following:

— Financial Markets Service Bank GmbH (FMS Bank}
Under the terms of an agreement dated July 3, 2007, HVB will
transfer securities processing and custodial operations to the
French financial services provider CACEIS. The sale is to take
place by the end of 2007,

- As HVYB Group companies concentrate on their respective core
competencies, HVB Banque Luxembourg S. A., Luxembourg, will
cease to offer depositary banking services from the middle of 2007
in accordance with a resolution adopted during 2006. Cansequently,
the balance sheet totals relating to its depositary banking activities
have been classified as held for sale. At June 30, 2007 a small
amcunt arising from depositary banking activites was still on the
balance sheet, with the transfer expected to take place in the third
guarter of 2007

— In addition, various other investment properties previously carried
under investments have been classified as held for sale. This is
also tha case for individual buildings which were carried under
property, plant and equipment on account of their predominant use
to date for bank operations.

— Tishman Speyer
The only asset held by this company is a property that is not part
of HYB's strategic property portfolio and will prabably be sold at the
start of August 2007 Tishman Speyer will then be wound up.

Due to the disposals realised in the first guarter of 2007, the foilow-
ing, which were still shown as non-current assets or disposal groups
held for sale at December 31, 20086, are no lenger included in this
itemn at June 30, 2007:

— HVB Payments & Services (PAS)
In June 2006, Postbank and HypoVereinsbank concluded a
preliminary contract on future co-operation in payments. With
effect from January 1, 2007, we sold the payment subsidiary PAS
to Postbank. Under this sale, Postbank also assumed the task of
processing payments an behalf of HYB.

— The sale of a non-strategic real estate partfolio disclosed under
investments to Varde Partners, Inc., announced by the Management
Board of HYB AG on December 13, 2006, was compfeted in the
first quarter of 2007.

— Norddeutsche Investment-Gesellschaft mbH (Nerdinvest), Hamburg
After HVB AG and Pioneer Global Asset Management S.p.A.
(PGAM) reached agreement on the sale of Nordinvest to PGAM on
January 31, 2007, Nordinvest was transferred to PGAM in the
first quarter of 2007 The aim is to integrate Nordinvest into the
Pioneer Investment Group.

— The sale of Indexchange Investment AG to Barclays Bank PLC
announced on November 7, 2006 was completed in the first quarter
of 2007, The selling price amounted to €240 miflion.
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Selected Notes continued

The following table shows the breakdown of the main groups of
assets described above:

24 Provisions

62007 322008 € Mmillions 30/6/2007  31/12/2006
Rosets € millions € millons Provisions for pensions and similar commitments 147 180
Cash reserve — —  Allowances for losses on guaranteas and indemnitiss 205 249
Assets held for trading purposes — —  Restructuring provisions 215 243
Placements with, and loans and advances to, Other provisions 1,037 1,001
other banks 55 3 Total 1,654 1,683
Loans and advances to customers 1 614
Allowances for losses o loans and advances _ —  Inmid-2007, we reviewed the relevant parameters used fo calculate
Ivestments 50 343 the provision for direct pension obliations. The effects of the latest
Property, plant and equipment | oo changes to the parameters for the rate of increase in pension obliga-
Intangible asséts 14 4  tions, the rate of increase cver career, the modified underlying biome-
Income tax assels 3 5  lric data and the interest rate (currently 4.75% after 4.25% for 2006)
Other assets 3 1z were calculated in a reconciliation. This did not give rise to any net
Total assels 127 1,004 material changes to the pension commitments, meaning that it was

21 Deposits from other banks, broken down by maturity

€ millions 30/6/2007  3112/2006
Repayable on demand 21,485 20,420
With agreed maturities 70,827 65,252
Total 92,322 85672

22 Amounts owed to other depositors, broken down by maturity

€ millions 30/6/2007  31/12/2006
Savings deposits and home-loan savings deposits 15,235 15,794
Other liabilities 83,092 76,342
Repayable on demand 45,582 40,114
With agreed maturities 37,510 36,228
Total 98,327 92,136

23 Promissory notes and other liabilities evidenced by paper,
broken down by maturity

€ milions 30/6/2007  31/12/2006
With agreed maturities
up to 3 months 14,388 12,134
from 3 months 10 1 year 15,840 11,613
from 1 year ta 5 years 29,783 32,475
from 5 years and over 17,539 20,716
Total 77,550 76,938

not necessary to adjust the provisions for pensions or sharehoiders’
equity during the year.

25 Other liabilities

Among other things, other liahilities include the change in the fair
value of hedged transactions arising from the portfalio of fair value
hedges for interest risks on a limited portfolio of bank fiabilities, which
has been used for the first ime in 2007. The adjusted hedge amount,
which is shown separately from the hedged transactions in the
balance sheet, totals €47 million. This is offset by high positive fair
values to almost the same amount for the related hedging derivatives
recognised under Other assets.

26 Subordinated capital

€ millions 30/6/2007  31/12/2006
Subordinated liabilities 7927 8,014
Participating certificates outstanding 616 619
Hyhrid capital instruments 2953 3,009
Total 11,496 12,142
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27 Liahilities of discontinued operations
The following table shows the breakdown of the liabilities of
discontinued operations;

€ millions 30/6/2007  31/12/2006
Deposits from cther banks 2 50,495
Amounts owed 1o other depositors 77 59,641
Promissory notes and other liabilities evicenced by paper — 21,898
Liabilities held for trading purposes — 5237
Provisions — 4,521
Income tax liabilities — 655
Other liahilities 237 3,597
Suberdinated capital — 5,634
Total liabilities 316 151,678

For information regarding changes in this balance sheet item, please
refer to note 19 “Assets of discontinued operations”.

28 Liabilities of disposal groups held for sale
The following table shows the breakdown of the liabilities of the
disposal groups held for sale:

€ millions 30/6/2007  31/12/2006
Ceposits from other banks 224 8
Amounts owed to other depositors 200 1,176
Liabilities held for trading purposes — —
Provisions 14 37
Income tax liabilities 2 1
Other liabilities 7 20
Total liabilities 447 1,242

For information regarding changes in this balance sheet item,
please refer to note 20 “Non-current assets or disposal groups
held for sale”.

29 Treasury stock

In the period under review, treasury stock was purchased on the
basis of the authorisation granted thraugh the resolution adopted

by the Annual General Meeting of HVYB AG on May 23, 2006 and
June 27, 2007 pursuant to Section 71 (1) No. 7 of the German Stock
Corparation Act,

For the purposes of securities trading as permitted under Section
71 (1) No. 7 of the German Stock Corporation Act, a total of
1,044,642 shares of treasury stock were purchased by HVB AG and
controlled or majority-owned companies at the respective current
market prices as part of normal securities trading, and a total of
1,068,802 shares of treasury stock were sold at the respective
current market prices.

The treasury stock was purchased at an average price of €38.40 per

share and resold at an average price of €38.20 per share. The shares
purchased during the period under review amounted to an equivalent

of €3.1 million, or 0.1% of capital stock.

The highest number of shares of treasury stock held by the Bank on
any given day during the reporting period was 23,858, equwalent to
€0.07 million or 0.003% of capital stock.

Within the scope of lending cperations, the Bank and its controlled
or majority-owned companies had, in accordance with Section 71e
(1) 2 of the German Stock Corporation Act, received a total of
77025 shares as collateral as of June 30, 2007, This represents
€0.2 million, or ¢.01% of capital stock.
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Selected Notes continued

OTHER INFORMATION

30 Contingent liabilities and other commitments

€ milliong 30/6/2007  3112/2006
Contingent liabilities 28,138 24,977
of which: Guarantees and indemnities 28,138 24,977
Other commitments 74,318 58,298
of which: Irrevocable credit commitrments 56,329 45,243
Total, HVE Group new 102,456 83,275
Discontinued operations and disposal group
hek for sale — 23,622
Fulf HVB Group 102,456 106,897
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Statement by the Management Board

in accordance with Section 37y of the German
Securities Trading Act in conjunction with Section 37w {2)

No. 3 of the German Securities Trading Act

To the best of our knowledge, and in accordance with the applicable
reparting principles for interim financial reporting, the interim consoli-
dated financial statements give a true and fair view of the assets,
liabilities, financial position and profit ot loss of the Group, and the
interim Management Report includes a fair review of the development
and performance of the business and the position of the Group,
together with a description of the principal opportunities and risks
associated with the expected development of the Group for the
remaining months of the financfal year.

Munich, August 1, 2007

Bayerische Hypo- und Vereinsbank
Aktiengeselischaft
The Management Board
Cernko  Ermisch  Friedhofen  Laber  Schmittmann

Seilheimer ~ Sohler  Sprissler  Varese  Wilfer
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Certification of the audited review

of abbreviated interim consolidated financial statements compliant
with IFRS for interim management reporting as applicable in the EU

and group interim management reports.

To Bayerische Hypo- und Vereinsbank AG, Miinchen

We have reviewed the condensed interim consolidated financial
statements — comprising the balance sheet, income statement, con-
densed changes in equity, condensed cash flow statement and
selected explanatory notes — and the interim group management
report of Bayerische Hypo- und Vereinsbank AG, Miinchen, for the
period from 1 January to 30 June, 2007 which are part of the half
year financial reports according to § 37 w WpHG [*Wertpapierhan-
delsgesetz”: “German Securities Trading Act”]. The preparaticn of the
condensed interim consolidated financial statements in accordance
with the IFRS applicable to interim financial reporting as adopted by
the EU, and of the interim group management report which has been
prepared in accordance with the regulations of the German Securities
Trading Act applicable te interim group management reports is the
responsibility of the Company's management. Our responsibility is to
issue a review report on these condensed interim consolidated finan-
¢ial statements and on the interim group management report based
0N CUr review.

We performed our review of the condensed interim consolidated
financial statements and the interim group management report in
accordance with the German generally accepted standards for the
review of financial statements promulgated by the Institut der

Munich, August 1, 2007

Wirtschaftsprifer (DW). Those standards require that we plan and
conduct the review so that we can preclude through critical evatu-
ation, with a certain level of assurance, that the condensed interim
consolidated financial statements have not been prepared, in material
aspects, in accordance with the IFRS applicable to interim financial
reporting as adepted by the EU, and that the intefim group manage-
ment report has not been prepared, in material aspects, in accord-
ance with the regulations of the German Securities Trading Act
applicable to interim greup management reports. A review is limited
primarily to inquiries of company employees and analytical assess-
ments and therefore does not provide the assurance attainable in a
financial statement audit. Since, in accordance with our engagement,
we have not performed a financial statement audit, we cannot issue
an auditor's report.

Based on our review, no matters have come to our attention that
cause us to presume that condensed interim consolidated financial
statements have not been prepared, in all material respects, in
accordance with the IFRS applicable to interim financial reporting as
adopted by the EU and that the interim group management repont
has not been prepared, in all material respects, in accordance with
the regulations of the German Securities Trading Act applicable to
interim group management reports.

KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft
Wirtschaftsprifungsgesefischaft

Becker
Wirtschaftsprifer

Pukropski
Wirtschaftspriifer
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Summary of Quarterly Financial Data

HVB Group

Q2 o 04 a3 az
Operating performance (€ millions) 2007 2007 2006 2006 2006
Net interest income 1,003 1,141 893 803 851
Net fees and commissions 488 487 397 3N 447
Net trading, hedging and fair value income 469 350 95 M 185
Net other expenses/income 22 27 7 (4) 16
TOTAL REVENUES 1,982 2,005 1,378 1,361 1,499
Operating costs (943) (955) (906) 919} {906}
OPERATING PROFIT 1,039 1,050 472 442 593
Provisions for risks and charges {19) 6) {91) 27 (25)
Write-down on goodwill — — — — —
Restructuring costs 3 0 41) (16} (3
et write-downg of loans and provisions for guarantees and commitments (i81) (209 (295) (226} (202}
Net income from investments 113 270 (18) 851 49
Dther non-operating expenses — — (153) — —
PROFIT BEFORE TAX 949 1,105 (126} 724 412
Income tax for the period (326) (291) 500 (60} (123}
NET PROFIT 623 814 374 664 289
Mingrities {22) {21) (38) (14} (27)
NET PROFIT OF HVB GROUP NEW 601 793 336 650 262
Profit after tax of discontinued operations 1 3,689 1,695 297 1,083
Minorities in profit of discontinued operations — — (159) {105) {290;
NET PROFIT OF FULL HVB GROUP 602 4,482 1,872 842 1,055 |

\

Earnings per share (€)*, HVB Group new 0.60 0.70 (.45 0.18 0.35

(12 2007 figure adjusted for the gain on disposal of Miinchener Rilckversicherungs-Gesellschaft AG and restructuring costs;

unadjusted earnings per share total €0.74

Q1 2007 figure adjusted for the effect arising from interest payable on the purchase price relating to the disposal of discontinued

cperations and for the gain on disposal of Indexchange; unadjusted earnings per share total €1.06

(4 2006 figure adjusted for restructuring costs, special effect of write-downs of loans and provisions for guarantees and commitments,

gains on dispasal of Minchener Riickversicherungs-Gesellschatt AG, valuation expenses for the announced disposal of a portfolio

of non-sirategic real estate, and other non-operating expenses; unadjusted eamings per share total €0.44

03 2006 figure adjusted for restructuring costs and the gain on dispesal of the Activest companies; unadjusted eamings per share fotal €0.87
02 2006 figure adjusted for restructuring costs; unadjusted samings per share total €0.35
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HVB Group
30/6/2007 31/3/2007 31/12/2006 30/9/2006 30/6/2006
Key indicators (%)
Return on equity after taxes, adjusted? 17.5 186 11.1 10.4 128
Returs on equity after taxes 25.0 29.4 15.9 16.8 12.7
Cost-income ratio (Dased on total revenues) 47.6 476 62.1 61.0 58.2
Balance sheet figures (€ billions)
Total assets 437.6 3629 508.0 4951 486.8
Shareholders’ equity 234 22,6 20.0 18.5 16.6
Key capital ratios compliant with German Banking Act (KWG}
Core capital (€ billions) 22 8* 21.3% 18.3 17.1 16.9
Risk-weighted assets (€ billions) 144.2 139.4 2133 236.0 2335
Core capital ratio (%) 15.8° 15,3 8.4 7.3 7.2 |
|
Shara information
Share price (€) 41.48 39.78 33.03 34.50 28.28
Market capitalisation (€ billions) 337 299 24.8 259 21.2
Employees 24,967° 24,8611 50,659 60,881 62,716
Offices 847 788 1,877 2,378 2,489

without discontinued eperations
figure at June 30, 2007 adjusted for the effect arising from interest payable on the purchase price relating to the disposal of discontinued operations,
| the gains on dispasal of Indexchange and Minchener Rlickversicherungs-Gesellschaft AG and restructuring costs

n

figure at March 31, 2007 adjusted for the effect arising frem interest payable on the purchase price relating fo the disposal of discontinued operatiens

and for the gain on disposal of Indexchange

figure at December 31, 200G adjusted for restructuring costs, special etfect of write-downs of lvans and provisions for guarantees and commitments,

gains on disposal of Activest companies and Munchener Riickversicherungs-Gesellschatt AG, valuation expenses for the announced disposal of 2 portiolie

of non-strategic real estate and other non-operating expenses

figure at September 30, 2008 adjusted Jor restructuring costs and the gain on disposal of Activest companies

figure at June 30, 2006 adjusted for restructuring costs

core capital and core capital ratio 2t March 31, 2007 and June 30, 2007 including inflew to shareholders' equity arising from the disposal of discontinued operations

@
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Financial Calendar

IMPORTANT DATES 2007

Half-yearly Financial Report

August 3, 2007

Third-quarter interim report

November 13, 2007

Contacts

Should you have any questions about the

annual report or qur interim reports please contact
Groug Investor Relations

calling +49 (0}89 378-25276,

faxing +49 {0)8% 378-24083, or

e-mailing ir@hvhgroup.com

You can call up important company announcements
as soan as they have been published by visiting
our website at www.hvb.com, where you can also
register for our e-mail subscription service.

Internet

You can call up our annual and interim regorts
on our website:

www.hvb.com/annualrepon
www.hvh.com/interimreport

Shareholder publications

Annual Report {English/German)

Interim reports (Engiish/German)

for the first, second and third quarters

Sustainability Report

You can obtain .pdf files of all reports on our website:
www.vb.com/annualreport
www.hvb,com/interimrepori
www.hvb,com/sustainabilityraport

Ordering

To arder more copies of the annual report or

one of the publications listed here, please contact
our Reporting Service by

calling +49 (0}89 89506075 or

faxing +49 (0)88 89506030.
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Financial Highlights

1.1.-31.3.2007 1.1.-31.3.2006"
Kennzahlen
Eigenkapitalrentabilitit nach Stevern? 31,6% 14,3%
Eigenkapitalrentabilitit nach Steuern hereinigt?3 20,8% 14,3%
Figenkapitalrentabilitit vor Stevern? 44,0% 22.2%
Eigenkapitalrentabilitit vor Steuern bereinigt?® 31,6% 22,2%
Cost-Income-Ratio (gemessen an den operativen Ertrégen) 47 6% 56,2%
Erfolgszahlen 1.1.-31.3.2007 1.1,-31.3.2008"
Operatives Ergebnis 1050 Mio € 750 Mio €
Ergebnis vor Steuern 1105Mio € 608 Mio €
Gewinn/Verlust 793 Mio € 392 Mio €
Ergebnis je Aktie 1,06 € 052€
Ergebnis je Aktie bereinigt® 0,70€ 0,52€
Bilanzzahlen 31.3.2007 31.12.2008
Bilanzsumma 362,9 Mrd € 58,3 Mrd €
Bilanzielles Eigenkapital 226Mrd € 21.9Mrd €
Bankaufsichtsrechtliche Kennzahlen nach KWG 31.3.2007 31.12.2006*
Kernkapital {inklusive Eigenkapitalzufluss
aus der VerduBerung aufgegebener Geschifishereiche} 21,3Mrd € 21,6 Mrd €
Risikoaktiva 1394 Mrd € 1374 Mrd €
Kernkapitalquote {inklusive Eigenkapitalzufluss aus
der VerduBerung aufgegebener Geschaftshersiche) 15,3% 15,8%

31.3.2007 31.12.2006'

Mitarbeiter 24861 25738
Geschiifisstellen 788 785

1 ohne aufgegebene Geschatisbereiche.

2 Figenkapitalrentabilitit bezogen auf 6,8% Eigenkapitalbindung gemessen an den durchschnittiichen Risikoaktiva,

3 2007 bereinigt um den Effekt aus der Verzinsung des Kaufpreises beziiglich der VeruBerung aufgegebener
Geschafisbereiche sowie um den VerduBerungsgewinn Indexchange.

4 HVB Group new: Pro forma Zzhlen der forigefihrten Geschaftsbereiche.

AKTIE 1.1.-31.3.2007 2006

Béirsenkurs: Stichtag 3978 € 33,03€
Héchststand 40,06 € 36,65 €
Tiefststand R30E 2552¢

Bdrsenkapitalisierung Stichtag 29,9 Mrd € 24 BMrd €

f ot et memmmmmem—o e oo s oo -

, Ratings

' LANGFRISTIG ~ KURZFRISTIG AUSBLICK  OFFENTLICHE  HYPOTHEKEN-

i PFANDBRIEFE ~ PFANDBRIEFE

P Moody's .V P-1 stable Aai Aal

. S&P A At pasitive AMA —

" Fitch Ratings A Fi positive AAA AAA
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Lagebericht

DIE ERSTE WAHRE EUROPAISCHE BANK IST REALITAT
Formaler integrationsprozess kurz vor dem Ahschluss

im Marz hat die UniCredit Gruppe mitgeteilt, dass sie den gruppen-
weiten Integrationsprozess deutlich frither als geplant abschlieBen
konnte. Eine flhrende, dynamische Kraft im européischen Banken-
sektor ist Realitdt geworden. Die HypoVerainsbank kann ihre
Ressourcen nun voll auf ihr Kundengeschéft und den Ausbau ihrer
Marktposition in Deutschland sowie die Investment Banking Aktiviti-
ten konzentrieren.

Seit dem Vollzug des Zusammenschlusses im November 2005 wur-
den mit Unterstiitzung des Integration Office konzernweit einheitliche
Management- und Steuerungsstrukiuren in der UniCredit Gruppe mit
durchgéingigen Prozessen, gemeinsamen Plattformen und Produkt-
fabriken aufgebaut. Bei der HypoVereinsbank erfolgte dies im Laufe
des Jahres 2006, womit wir alte notwendigen Yoraussetzungen fir
die Realisierung von Synergien und einer nachhaltigen Erhdhung
unserer Wertschapfungskraf geschaffen haben. Das [ntegration
Office wird im Mai 2007 geschlossen. Die noch ausstehenden Inte-
grationsaktivititen werden in der HypoVereinshank von den zusténdi-
gen Divisionen direkt umgesetzt.

Wesentliche Schritte zur Neuordnung der
Organisationsstruktur umgesetzt

Im ersten Quartal hat die HypoVereinsbank ihre strategische Neuaus-
richtung weiter vorangetrieben und dabei wesentliche Meilensteine
erreicht. Nach Zustimmung unserer Aktiondre auf der auBerordent-
lichen Hauptversammlung am 25. Oktober des vergangenen Jahres
erfolgte im ersten Quartal diesen Jahres die Ubertragung der Anteile
der Bank Austria Creditanstalt, der International Moscow Bank und
der AS UniCredit Bank, Riga (vormals: HVB Bank Latvia AS, Riga)
sowie der HVB Bank Ukraine.

Ende Marz haben der Verwaltungsrat der UniCredit Banca Mobiliare
(UBM) sowie der Vorstand und der Aufsichtsrat der HypoVereinsbank
die Einbringung des investment Banking Geschéfts der UBM gegen
Ausgabe von 51684 532 neuer Stammaktien der HVB genehmigt, Der
Transfer wurde am 1. April 2007 wirksam. Nach Vollzug der Kapitaler-
hohung ist UniCredit direkt und indirekt mit 95,4% am Aktienkapital
der HVB beteiligt. Die Transaktion stellt den ersten Schritt dar, das
Kompetenzzentrum {0r die investment Banking Aktivititen der gesam-
ten UniCredit Gruppe nicht nur virtuell, sondern auch formal-rechtlich
bei cer HypoVereinshank anzusiedeln. Gleichzeitig wird damit unsere
Stellung als eine der flihrenden europdischen Investmentbanken
gestarkt.

In diesem Zusammenhang hat der Aufsichtsrat der HypoVereinsbarnk
mit Wirkung vom 21. Marz 2007 Stefan Ermisch, Chief Operating Offi-
cer der Markets & Investment Banking Division der UniCredit Group,
als neues Vorstandsmitglied der HVB AG bestellt. Er wird neben seiner
divisionalen Funktion bei UniCredit vor allem fiir die Qrganisation und
Irtegration der globalen Investment Banking Aktivititen der UniCredit
Gruppe in der HVB AG verantwartlich sein. Mit der Berufung von
Stefan Ermisch tragen wir der steigenden Bedeutung des Investment
Bankings in der HVB Rechnung,

An dieser Stelle mchten wir uns ausdrilcklich bei unseren Mitarbai-
tern und deren Vertretungen bedanken. lhre Bereitschaft Veranderun-
gen mitzutragen und gleichzeitig engagiert den geschéftlichen Erfolg
zu gestalten, ist die Basis fiir unsere positive Entwicklung. Dies gibt
uns allen das notwendige Selbstvertrauen, mit dem wir auch die
Zukunit erfolgreich meistern werden.

UniCredit kiindigt Squeeze-out bei der HypoVereinshank an
Am 23. Januar 2007 hatte UniCredit bekanntgegeben, die Anteile
der Minderheitsaktiordre der HypoVereinsbank erwerben zu wolien.
Angesichts des erfoigreich und schneller als geplant verlaufenden
Integrationsprozesses sieht der Vorstand der HypoVereinsbank in
dem angekindigten Squeeze-out einen konsequenten Schritt. Mit
diesem Schritt zielt UniCredit auf eine Vereinfachung der operativen
Prozesse bei der HypoVereinshank, um die Reaktionsgeschwindigkeit
auf Markiverdnderungen weiter zu erhdhen. UniCredit erhdht ihr
finanzielles Commitment im deutschen Markt und starkt dadurch die
Rolle der HypoVereinsbank innerhalb der Gruppe. Die Aktiondre der
HypoVereinsbank solien auf der Hauptversammlung Ende Juni iiber
den Squeeze-out entscheiden.
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Gesamtwirtschaftliche Lage und Branchenentwickliung
Makrotkonomische Lage

Die Weltwirtschaft zeigte sich im ersten Quartal 2007 erneut recht
wachstumsstark. Allerdings hat ein globaler Anpassungsprozess
bereits eingesetzt. Sa deuten erste Frihindikatoren auf eine Verlang-
samung des Konjunkturzyklusses in den USA hin. Grund hierfiir ist die
wihrend des gesamien letzten Jahres zu becbachtende Abkiihlung
am US-Immobilienmarkt, die einen Riickgang der Ausgaben fiir lang-
lebige Giiter {einschlieBlich Pkw) zur Folge hatte und dadurch auch
das Verarbeitende Gewerbe belastete. Tatsachlich ist das US-Wachs-
tum seit dem zweiten Halbjahr 2006 auf rund 2-2,5% geschrumpft.
Eine Beschleunigung ist anhand der vorldufigen Zahlen fiir das erste
Quartal 2007 bislang nicht erkennbar. Trotz der weiterhin positiven
Daten vom Arbeitsmarkt, spiegelt das Gesamthild fir die US-Wirt-
schaft ein nur moderates Wachstum wider.

Im Gegensatz dazu scheint der Euroraum in den letzten Monaten auf
dem besten Weg, beziiglich des Wirtschaftswachstums zum Spitzen-
reiter aufzusteigen. Trotz einiger heterogener Entwicklungen sind dig
Gesamtzahlen weiterhin positiv, wihrend die Stimmungsindikatoren
im Trend nach oben weisen oder sich auf einem sehr hohen Niveau
eingependelt haben.

Dabei stieg der Euro bis auf 1,36 US-Dollar (Stand: 18. April). Das
uneinheitliche Wachstumstempao der Volkswirtschaften im Euroraum
beeinflusst auch die Anleihemirkie. Hier haben sich die Renditespre-
ads mittlerweile bis auf rund 50 Basispunkte verangt, Die Kurse an
den Aktienmirkten gingen Ende Februar (iberraschend auf Talfahrt.
Ausloser waren zum einen die massiven Verkaufswellen an den iiber-
hitzten Markten in Asien, die eine Neubewertung der Risiken erforder-
lich machten, und zum anderen die Krise bei stérker risikobehafteten
US-Hypothekenfinanzierungen im Subprime-Segment, die einige
Finanzinstitute in ernste Schwierigkeiten brachte. Danach setzte sich
der positive Trend an den Markten aber wieder fort, auch wenn die
Performance im Euraraum deutlich besser ausfie! als in ders USA.

In Deutschland haben sich die Angste vor einer durch die Mehrwert-
steuarerhdhung bedingten wirtschaftlichen Beeintrchtigung ange-
sichts der aktuellen Zahlen teilweise wieder gelegt. Zwar verzeich-
nete der Einzelhandel im Januar und Februar 2007 einen Umsatz-
riickgang, doch die Industrieproduktion konnte zulegen, und auch
das Verbrauchervertrauen steigt weiter an. Insofern sollte sich die
Delle im privaten Konsum auf das erste Quartal 2007 beschrinken.
Alle anderen Indikateren, einschlieBlich der Arbeitsmarktindikatoren,
deuten darauf hin, dass die Kenjunktur stabil bleibt und weiterhin ein
erhebliches Wachstumstempo zu erwarten ist.

Branchenentwicklung in Deutschland

Trotz des anhaltend kréftigen Wirtschaftswachstums haben sich die
wichtigsten Rentabilitatstreiber fir den Bankensektor in den ersten
Monaten des Jahres 2007 leicht abgeschwiicht. Wahrend sich die
Kreditausrgichung an inlindische Nichtbanken diber den Zeitraum
gines Jahres kontinuierlich erhdhte, stagnierte die Kreditvergabe in
den ersten Monaten 2007, Dies betraf jedoch hauptséchlich den
staatlichen Sektor und Selbststandige, wihrend die iibrigen Nicht-
banken weiterhin ein stabiles Wachstum verzeichneten. Die kurzfris-
tige Kurskorrrektur am deutschen Aktienmarkt Ende Februar 2007
wurde jedoch durch den jungsten Kursanstieg Uberkompensiert und
stellte zum Ende des ersten Quartals keine wesentliche Beeintrachti-
gung fiir die Investmentfondsbranche dar. Wir rechnen insgesamt
nach wie vor mit guten Ergebnissen fiir das erste Quartal 2007 und
halten an unserem positiven Szenaric fir das Gesamtjahr fest.
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GESCHAFTSVERLAUF UND ERGEBNISENTWICKLUNG
DER HVB GROUP

Die vom Vorstand und Aufsichtsrat am 12. September 2006 be-
schlossenen Ubertragungen, denen am 25. Okiober 2006 die
auBerordentliche Hauptversammiung zugestimmt hat, stellen gemén
IFRS 5 einen aufgegebenen Geschaftsbereich dar, Im Januar 2007
wurden bis auf die Filialen Vilnius und Tallinn alle bisher als aufgege-
bene Geschéftsbereiche definierten Gesellschaften bzw. Teilkonzerne
(Bank Austria Creditanstalt-Gruppe, IMB, AS UniCredit Bank, Riga,
HVB Bank Ukraine} (bertragen und mit Wirkung zum . Januar 2007
entkonsolidiert,

In der Gewinn- und Vertustrechnung der HVB Group werden deshalb
in 2007 gem&B IFRS b die operativen Ergebnisse der Filialen Vilnius
und Tallinn sowie die Entkonsolidierungsgewinne der (ibertragenen
Teilkanzerne bzw. Gesellschaften inklusive der entsprechenden Steu-
ern tnd Fremdanteile erst nach dem Gewinn der HVE Group neu in
separaten GuV-Positionen {Ergebnis nach Steuern der aufgegebenen
Geschéftsbereiche bzw. Fremdanteile am Ergebnis der aufgegebenen
Geschéftsbereiche) ausgewiesen. Die Vorjahresvergleichszahlen der
genannten GuV-Positionen enthalten die Ergebnisse aus der
Geschéftstatigkeit der (bertragenen Gesellschaften.

Vom Gewinn nach Steuern und nach Abzug der Fremdanteile der
HVB Group gesamt in Hdhe von 4482 Mio € (Verjahr 651 Mio €) ent-
fallen — bedingt durch die Gewinne aus der Entkonsclidierung der
BA-CA Gruppe, der IMB, der AS UniCredit Bank und der HVB Bank
Ukraine —3689 Mio € auf aufgegebene Geschiftsbereiche (Vorjahr
259 Mip €). Der Gewinn aus den fortgefilhrten Geschéftsbereichen
{Gewinn der HVB Graup neu) hat sich mit 793 Mio € gegeniiber dem
Vorjahreszeitraum mehr als verdoppelt.

Operatives Ergebnis

Das operative Ergebnis der HVB Group erhdhte sich gegentber dem
sehr erfolgreichen ersten Quartal 2006 um 40,0% auf 1050 Mio €.
Der Anstieg des operativen Ergebnisses gegeniiber dem Vorjahres-
zeitraum ist bei weiter reduzierten Kosten insbesondere auf die um
170% gestiegenen operativen Ertrige zuriickzuflihren. Aus diesen
Produktivitdtssteigerungen resultiert eine um 8,6%-Punkte auf 47,6%
deutlich verbesserte Cost-Inceme-Ratio (Quotient aus Verwaltungs-
aufwand und den gesamten operativen Ertrégen).-Mit dieser guten
cperativen Performance konnten wir im ersten Quarta! 2007 die im
Konzernlagebericht zum Konzernabschluss per 31, Dezember 2006
(Geschafishericht 2006 Seite 68) erwahnten ambitionierten Ziele
einer spilrbaren Verbesserung der operativen Erirdge bei nur leicht
ansteigenden Verwaltungsaufwendungen und damit einer Verbesse-
rung der Cost-Income-Ratic gut erreichen.

Zinsiiberschuss

Der starke Anstieg beim origindren Zinstberschuss gegeniber dem
Vorjahr von rund ein Drittel auf 1074 Mio € steht auch im Zusam-
menhang mit dem Mittelzufluss aus den VerduBerungen der aufge-
gebenen Geschéaftsbereiche. Hier wirken sich neben dem Zufluss der
vertraglich verginbarten Kaufpreisverzinsung fiir den Zeitraum seit
der auBerardentlichen Hauptversammlung im Qktober 2006 und der
Anlage der VeriuBerungsgewinne auch der Wegfall der Refinanzie-
rungsaufwendungen im Vergleich zum Varjahr deutlich begtnstigend
aus,

Die durchschnittlichen Risikoaktiva (KWG) verminderten sich gegen-
tber dem ersten Quartal 2006 um 6,6% im Einklang mit unserer
Volumensabbaustrategie. Die negativen Auswirkungen aus dem
starken Yolumensabbau im Gesamtjahr 2006 wurden durch die be-
schriebenen Liguiditatsvorteile aus der Verduerung der aufgegebe-
nen Geschaftsberaiche (iberkompensiert.

Die Zinsertrage aus Dividenden und &hnliche Ertrdge aus Kapital-
investitionen erhdhten sich um 19 Mio € auf 67 Mio € infolge ge-
stiegener Ausschiittungen aus Private Equity Fonds.

Provisionsiiberschuss

Der Rilckgang des Provisionsiiberschusses gegentiber dem Vorjahr ist
im Wesentlichen auf den Verkauf der Activest Gesellschaften zum Halb-
fahr 2006 und der VerauBerung der Nordinvest und tndexchange im
Januar 2007 zuriickzufiihren. Bereinigt um Wihrungs und Konsolidie-
rungseffekta haben wir den iiberdurchschnittlich hohen Varjahreswert
fast erreicht (—1,1% gegeniiber Vorjahr). Zu dem guten Wert des ersten
Quartals 2007 haben auch in diesem Jahr der erfolgreiche Absatz von
innavativen Anlageprodukten, wie zum Beispiel »HVB 6% Zins Ass«
und »HVB Best of Fonds Zertifikate« sowie der »KombiAnlage plus«
beigetragen. Dabei wurde das hervorragende Provisionsergebnis aus
dem Wertpapier- und Depotgeschéft des ersten Quartals 2006 wieder
erreicht (bereinigt um Wahrungs- und Kansolidierungseffekite). Dane-
ben reduzierten sich die Dienstleistungsbeitrdge aus dem Kreditge-
schéft um 10%, wahrend das sonstige Dienstieistungsgeschaft um
fund ein Viertel stieg.

Handelsergebnis

Das Handelsergabnis erreichte mit einem Quartalsergebnis von

350 Mio € das bisher hiichste Ergebnis der Unternehmensgeschichte
und konnte damit das bereits auBergewdhnlich gute Ergebnis des
ersten Quartals 2006 nochmals um 53 Mic € dbertreffen. In einem
sehr freundlichen Kapitaimarktumfeld trug insbesondere der Anstieg

8 HypoVereinsbank - Zwischenbericht 31.3.2007




der kursbezogenen Geschifte um 31,8% bei. Ferner weisen wir im
Handelsergebnis seit Jahreserde 2006 erstmals Realisierungserfolge
aus Private Equity aus. Diese belaufen sich auf 46 Mio € im ersten
Quartal 2007 (i Marz 2006 waren diese noch im Finanzanlageer-
gebnis enthalten).

Sonstige Aufwendungen und Ertrige
Der Saldo der Sonstigen Aufwendungen und Ertrage blieb mit
27 Mio € gegeniber dem ersten Quartal 2006 unverdndert.

Verwaltungsaufwand

Die Verwaltungsaufwendungen der HYB Group neu reduzierten sich
gegeniiber dem Vorjahr um 0,9% auf 955 Mio €. Dabei blieben die
Personalaufwendungen und die Anderen Verwaltungsaufwendungen
stabil, wahrend sich die Abschreibungen auf Sachanlagen und Imma-
terielle Yermdgensgegenstinde um 14,7% reduzierten. Aufwands-
mindernd wirkten sich insgesamt neben dem strikien Kostenmanage-
ment auch die Entkonsolidierung der Activestgesellschaften sowie
weiterer Gesellschaften {z. B. Nordinvest, Indexchange) aus, die im
Rahmen der Neuausrichtung der Bank aus dem Konsolidierungskreis
ausgeschieden sind. Bereinigt um Kansolidierungs- und Wahrungs-
effekte hitte sich der gesamie Verwaltungsauiwand leicht um 3,6%
grhoht. Die Zunahme resultiert im Wesentlichen aus gestiegenen Auf-
wendungen fiir erfelgsabhingige Bonuszahlungen sewie aus dem
Effekt aus der Erhohung der Mehrwertsteuer auf 19%.

Kreditrisikovorsorge
Die Kreditrisikovorsorge liegt Ende Mérz 2007 mit 209 Mio € auf dem
Niveau des entsprechenden Vorjahreszeitraums (210 Mio €).

Finanzanlageergebnis

Das Finanzanlageergebnis belief sich im ersten Quartal 2007 auf

270 Mio €. Hierin enthalten sind VerduBerungsgewinne aus dem Ver-
kauf der Indexchange Investment AG an die Barclays Bank plc in Hohe
yon 218 Mio € und der Norddeutsche Investment-Gesellschaft mbH
{Nordinvest) an die Pioneer Gruppe in Héhe von 47 Mio €. Im Finanz-
anlageergebnis des ersten Guartals 2006 in Héhe von 89 Mio € ver-
einnahmten wir den Gewinn aus der Reduzierung des Anteilshesitzes
an Babcock & Brown Limited (55 Mio €).

Ergebnis vor Steuern

Das Ergebnis vor Steuern, das auch die Zufiihrungen zu Rickstellun-
gen in Héhe von 6 Mio € (Vorjahresquartal 21 Mio €) enthdlt, liegt
mit 1105 Mio € um 81,7% (iber dem Vorjahreswert (608 Mio €).
Auch ohne den begiinstigenden Effekt aus der Kaufpreisverzinsung
beziiglich der VerduBerung aufgegebener Geschiftsbereiche

(93 Mio €) und den VerduBerungsgewinn Indexchange in Hhe von

218 Mio € hétie sich das Ergebnis vor Steuern mit einem: bereinigten
Wert von 794 Mio € gegeniiber dem Vorjahreszeitraum um fast ein
Drittel erhdht. :

Fremdanteile am Ergebnis und Gewinn

Vom Ergebnis nach Steuern in Héhe von 814 Mio € entfallen 21 Mio €
auf Anteile Konzernfremder. Nach Abzug der Fremdanteile am Ergeb-
nis erwirtschafteten wir einen Gewinn in Hdhe von 793 Mio €, der
mehr als das Doppelte des Gewinns des gleichen Yorjahreszeitraums
betragt. Auch bereinigt um die Einmateffekte aus der Kaufpreisverzin-
sung und dem Verkauf der Indexchange konnten wir mit 522 iio €
den Vorjahresgewinn um ein Drittel verbessern.

Die Eigenkapitalrentabilitd der HVB Group neu haben wir an die bei
der UniCredit-Gruppe tbliche Definition angepasst und geben damit
die Kennzahl bezogen auf 6,8% Eigenkapitalbindung gemessen an
den durchschnittlichen Risikoaktiva als eine rein konomische
Betrachtungsweise kilnftig in unserer Finanzkommunikation an. Fr
das erste Quartal 2007 ergibt sich nach dieser Definition eine Eigen-
kapitalrentabilitdt nach Steuern in Héhe von 31,6% und vor Steuem
von 44,0%. Auch bereinigt um die oben erwahnten Einmaleffekte
liegen Kennzahlenwerte nach Steuern mit 20,8% und vor Steuern
mit 31,6% deutlich (iber den Werten des ersten Quartals 2006

(31, Méarz 2006: Eigenkapitalrentabilitit nach Steuern 14,3% und
Eigenkapitalrentabilitit vor Steuern 22,2%).

Entwicklung in den einzelnen Divisionen
Zum Ergebnis vor Steuern der HVB Group neu in Hihe von 1105 Mio €
haben die Divisionen

Privat- und Geschaftskunden 50 Mio €
Wealth Management 48 Mio €
Firmen- & Kommerzielle

Immobilienkunden 183 Mio €
Markets & Investment Banking 759 Mio €
(inklusive VerduBerungsgewinn

Indexchange in Hihe von 218 Mio €)
Sonstige/Konsalidierung 65 Mio €

beigetragen.

Die Erfolgsrechnungen der einzelnen Segmente sowie die Erlauterun-
gen zur wirtschaftlichen Entwicktung in den einzelnen Segmenten
haben wir in der Note 1 »Segmentberichierstatiung« erlautert.

Die Inhalte und Zielsetzungen der einzeinen Divisionen sind im
Geschéftsbericht 2006 in der Note 21 »Erlduterungen zur Segment-
berichterstattung nach Divisionen« {Seiten 125—128) ausfiihrlich
beschrieben.
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VERMOGENS- UND FINANZLAGE DER HVB GROUP
Bilanz- und Kreditvolumen

Die Bitanzsumme der HVB Group belief sich zum 31. Marz 2007 auf
362,9 Mrd €. Im Vergleich zum Jahresende 2006 bedeutet dies
einen Riickgang in HGhe von 145,2 Mrd € bzw. 28,6%. Dabei ermi-
Bigte sich auf der Aktivseite die Position »Vermdgenswarte aufgege-
bener Geschéftsbereiche und zur VerduBerung gehaltene langfristige
Vermbgenswerte oder VerduBerungsgruppen« um 164,1 Mrd €.
Dieser starke Riickgang ergibt sich aus der im ersten Quartal 2007
durchgefiinrten VYerduBierung der wesentlichen in dieser Position

per 31. Dezember 2006 noch enthaltenen Gesellschaften hzw. Ver-
magenswerte. Es handelt sich hierbei um die als aufgegebene Ge-
schiftsbereiche definierten Bank Austria Creditanstalt-Gruppe, IMB,
AS UniCredit Bank, Riga und HVB Bank Ukraine sowie um die zum
Jahresende 2006 noch als zur YerduBerung gehaltenen langfristigen
Vermdgenswerte oder VerauBerungsgruppen Klassifizierten Gesell-
schaften indexchange, HYB Payment & Services und Nordinvest
sowie um ein nicht strategisches Immobilienportfatio.

Dagegen erhhten sich auf der Aktivseite im Wesentlichen die Forder-
ungen an Kreditinstitute um 8,3 Mrd €, die Forderungen an Kunden
um 6,1 Mrd €, die Handelsaktiva um 3,0 Mrd € und die Barreserve
um 1,5 Mrd €,

Das Kreditvolumen erhidhte sich gegendiber dem Vorjahr um 5,1 Mrd €.
Dahei stiegen die Kredite und Darlehen an Kunden um 2,5 Mrd €,
Kredite und Darlehen an Kreditinstitute um 1,6 Mrd € und Eventual-
verbindlichkeiten um 1,0 Mrd €,

Analog zur Aktivseite geht der Riickgang der Bilanzsumme auf der
Passivseite vor atlem auf die Entkonsolidierung der in der Position
»Verbindlichkeiten aufgegehener Geschaftsbergiche und Verbindlich-
keiten von zur Verdusserung gehaltener VerAuBerungsgruppene ent-
haltenen Gesellschaften und Aktivitaten zuriick. Die Position »Ver-
bindtichkeiten aufgegebener Geschéftsbereiche und Verbindlich-
keiten von zur VerduBerung gehaltene VerduBerungsgruppen« redu-
zierte sich um 151,6 Mrd €,

Ebenfalls riickiaufig waren die Verbindlichkeiten gegeniiber Kreditinsti-
tuten (-13,6 Mrd €} und die Verbrieften Verbindlichksiten (—1,4 Mrd €),
wahrend die Verhindlichkeiten gegniber Kunden {(+7,4 Mrd €) und die
Handslspassiva (+ 10,9 Mrd €} deutlich zulegen konnten,

Der Anstieg des Eigenkapitals um 2,7 Mrd € auf 22,6 Mrd € geht in
erster Linie auf den Bilanzgewinn in Hahe von fast 4,5 Mrd € zurlick,
der vor allem von den VeriuBerungsgewinnen aufgegebener
Geschaftsbereiche in Hohe von 3,7 Mrd € geprégt ist; ebenfalls
wegen der Entkonsolidierung der als aufgegebene Geschiftsbereiche
definierten Gesellschafien und Teilkonzeme reduzierten sich die
Anteile im Fremdbesitz um 2,4 Mrd €. Auflerdem erhdhten sich die
Anderen Riicklagen um 0,9 Mrd €, whrend sich die AfS-Riicklage
um 0,3 Mrd € ermaBigte.

Risikoaktiva, Kapitalquoten und Liquiditst

der HVB Group

Die Risikoaktiva geméB KWG (ohne Marktrisiken) verringerten

sich gegendiber dem Vorjahresultimo 2006 um rund 80 Mrd € auf
139,4 Mrd €. Ausschlaggebend hierfiir war unter anderem die Ent-
konsolidierung der als aufgegebene Geschéftshersiche definierten
Bank Austria Gruppe und ihrer Tochteruntemehmen und der Closed
Joint Stock Company International Moscow Bank. Die Marktrisikopo-
sitionen zum Quartalsstichtag betrugen 673 Mio €. Der Vorjahresulti-
mowert fir die Risikoaktiva nach KWG belief sich auf 1374 Mrd €.

Das Kernkapital der HVB Group gemiaB KWG belief sich zum Quartals-
stichtag auf 14,8 Mrd €, die Eigenmittel auf 21,7 Mrd €. Damit ergibt
sich eine Kernkapitalquate (exklusive Marktrisikopositionen) in Hihe
von 10,6% und eine Eigenmittelquote von 14,7%, Bei zusétzlicher
Berlicksichtigung von Marktrisikopcsitionen in der Kemkapitalquote
belief sich diese auf 10,0%. Auf Basis einer pro forma Rechnung, das
heiBt inklusive des Eigenkapitalzuflusses aus der VerduBerung aufge-
gebener Geschéaftshereiche, errechnet sich eine Kernkapitalquote von
15,3% sowie eine Kernkapitalquate inklusive Marktrisikopositionen
von 14,4%,

Die Liquiditdt eines Kreditinstitutes wird bankaufsichtsrechtlich
anhand der Liquiditdtskennzahl nach Grundsatz Il beurteilt. Diese
Kennzanl setzt die innerhalb eines Monats verfligbaren Zahlungsmit-
tel ins Verhaltnis zu den in diesem Zeitraum abrufbaren Zahlungsver-
pflichtungen. Die Liquiditit gilt als ausreichend, wenn der Kennzah-
fenwert mindestens 1,0 betrdgt. In der HVB AG befief sich der Wert
fir das erste Quartal 2007 auf durchschnittiich 1,2 (Jahresdurch-
schnitt 20086: 1,2).
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SONSTIGE ANGABEN

IFRS-Grundlagen

Der vortiegende Zwischenbericht ist nach den Vorschriften der inter-
national Financial Reporting Standards (IFRS) aufgestellt und ent-
spricht dem fiir die Zwischenberichterstattung herausgegebenen

IAS 34. Gleichzeitig deckt der vorliegende nach IFRS aufgestellte
Zwischenbericht die seit dem Geschéftsjahr 2007 bestehenden
Anforderungen zur unterjdhrigen Finanzberichterstattung von kapital-
marktorientierten Unternehmen ab, welche im Wertpapierhandelsge-
setz (WpHG) als Folge der Umsetzung der EU-Transparenzrichtlinie
entstanden sind. '

Nachfolgend sind die im Geschéftsjahr 2007 erstmals anzuwenden-
den Anderungen der Standards dargestelit, die unsere Bank grund-
sitzlich betreffen:

Durch den ab 1. Januar 2007 verpflichtend anzuwendenden IFRS 7
»Angaben zu Finanzinstrumente« wird der Ausweis von Finanzinstru-
menten gedndert. IFRS 7 ersetzt IAS 30 volistndig und IAS 32 teil-
weise,

Dabei sind unter anderem die Bilanzangaben und Erfolgsbeitrage der
Finanzinstrumente nach den IAS 39-Bewertungskategorien getrennt
darzustellen. Dies haben wir in den entsprechenden Notesangaben
zur Bilanz und GV vergenommen.,

Aus dem im Geschaftsjahr 2007 erstmals anzuwendenden Interpre-
tationen IFRIC 7, 8, 9 und 10 ergeben sich keine wesentlichen Aus-
wirkungen auf die Bilanzierung und Bewertung.

Bezilglich der sanstigen Bilanzierungs- und Bewertungsmethoden
siehe Geschéftsbericht 2006 der HVB Group, Seiten 115 ff.

Segmentberichterstattung

In der Segmentberichterstattung wurden im Geschaftsjahr 2006 bei
den mehrdivisionalen Gesellschaften die Divisionen mit 7% Kernkapi-
tal, bezogen auf die Risikoaktiva und 50% Kermnkapital auf dig zu
unterlegenden Marktrisiken nach KWG ausgestattet. Der Prozentsatz
fiir die Veranlagung des zugeordneten Eigenkapitals in den mehrdivi-
sionalen Gesellschaften (HVB AG, HVB Banque Luxembourg} lag im
Geschéftsjahr 2006 bei 3,4%. Dieser Satz entspricht dem 3-Monats-
EURIBOR mit einem Aufschlag in Hohe des durchschnittlichen 5-Jah-
res UniCredit Credit Spreads und wird im Rahmen des Budgetie-
rungsprozesses jeweils fiir ein Jahr festgelegt. Im Zusammenhang
mit den neuen Festlegungen fiir das Geschaftsjahr 2007 verdnderte
sich der Prozentsatz von 3,4% auf 3,8%. Ferner wusde die oben
beschriebene bisherige einheitliche Eigenkapitalallokation der Divisio-
nen bei mehrdivisionalen Gesellschaften auf jeweils individuelle Kern-

kapitalbindungen je Division umgestelit. Beide Anderungen haben per
saldo keine materiell bedeutenden Auswirkungen. Deshalb wurde auf
&in Restatment der Vorperioden verzichtet,

Anderungen des Konsolidierungskreises

Aus dermn Konsolidierungskreis der HVB Group sind folgende Ge-
sellschaften ausgeschieden:

— Indexchange Investment AG (Indexchange), Mlinchen

- Norddeutsche Investment-Gesellschaft mbH {Nordinvest), Hamburg
— HVB Payments & Services GmbH (PAS), Aschheim

Neu in den Konsolidigrungskreis aufgenommen wurden unter
andereny:

— PlanatHome AG, Miinchen

— PlanetHome GmbH, Mannheim

— Enderlein & Co. GmbH, Bielefeld.

Die Indexchange wurde am 8. Februar 2007 an die Barclays Bank
PLC zu einem Preis ven rund 240 Mio € verkauft. Die Nordinvest
wurde am 31, Januar 2007 im Rahmen der Biindelung der Asset-
Management Aktivitdten in der UniCredit Gruppe an die Pioneer Global
Asset Management S.p.A. tbertragen, Die PAS wurde mit Wirkung
zum 1. Januar 2007 an die Postbank verkauft.

Beim Vergleich der Ergebnisse mit dem ersten Quartal 2006 wirken
sich auch jene Gesellschaften aus, die im Geschéftsjahr 2006 nach
dem 31, Mérz 2006 entkonsolidiert wurden. Im Wesentlichen sind
dies die Activest Investmentgeselischaft mbH, die Activest Invest-
mentgesellschaft Luxembourg S.A. und die Westfalenbank Bochum.

Darliber hinaus wurden folgende Gesellschaften, die per 31, Dezem-
ber 2006 noch in der Position aufgegebener Geschaftsbereich
gefiihrt wurden, gemdB Beschluss der auBerordentlichen Hauptver-
sammiung vom 25. Oktober 2006 verkauft und riickwirkend zum

1. Januar 2007 entkonsolidiert:

— der Anteil der HVB AG an der BA-CA in Hihe von 7753% an die
UniCredit,

— die 100%-ige Beteiligung der HVB AG an der AS UniCredit Bank,
Riga (vormals: HVB Bank Latvia AS, Riga} an die BA-CA einschlieBlich
der im August 2006 von der HVB gezeichneten Kapitalerhidhung der
AS UniCredit Bank, Riga (vormals: HVB Bank Latvia AS, Riga),

— die Beteiligung der HVB AG an der IMB in Héhe von 70,26% zuziig-
lich der Optionen auf weitere 2,79% an der IMB an die BA-CA sowie

— die 100%-ige Beteiligung der HYB AG an der HVB Bank Ukraine an
die UniCredit.
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Somit sind in der Gewinn- und Verlustrechnung in der Position aufge-
gebene Geschiftsbereiche lediglich noch die Geschéftsergebnisse der
Filialen Tallinn, Estland, und Vilnius, Litauen, enthalten sowie die Verdu-
Berungsgewinne der oben aufgelisteten verkaufien Gesellschaften.

Ereignisse nach dem 31. Mérz 2007

Der Verwaltungsrat der UBM und der Vorstand sowie der Aufsichtsrat
der HVB haben am 30. Mérz 2007 die Einbringung des Investment
Banking Geschafts der UBM in die HVB (Niederlassung Mailand) gegen
Ausgabe von 51684532 neuer Stammaktien der HYB genehmigt. Der
Transfer wurde am 1. April 2007 wirksam. Nach Vollzug der Kapitales-
hdhung ist die UniCredit direkt und indirekt mit 95,4% am Aktienkapital
der HVB beteiligt. Die Transaktion stellt den ersten Schritt dar, das
Kompetenzzentrum fiir die Investment Banking Aktivititen des Kon-
zerns nicht nur virtuell sondern auch formal-rechtlich bei der HVB anzu-
siedeln. Das von der UBM zur HVE Obertragene Geschéft umfasst laut
Jahresabschluss 2006 ein Gesamtvermdgen von circa 66 Mrd € und
Ertrdge in Hihe von circa 470 Mio €,

AUSBLICK

Gesamtwirtschafiliche Entwicklung

Solite sich das US-Kenjunkiurtempo in den ndchsten Monaten weiter
verlangsamen, kénnte dies das gegenwdrtig starke globale Wachs-
tum beeintrchtigen. Die diffuse Schwéche im Bausektor und bei
den Auftragseingéngen fiir langlebige Giiter diirfte sich letztlich am
US-Arbeitsmarkt bemerkbar machen und das Konsumverhalten
beeinflussen. Mit Blick auf den Eurcraum sollten die Auswirkungen
aher verhalten bleiben, da das Wachstum hier zunehmend auf der
steigenden Nachfrage am Binnenmarkt basiert. So dirften die
Konsumausgaben insbesondere in Deutschland (nach der kurzen
Eintriibung durch die Mehrwertsteuererhdhung) von den positiven
Entwicklungen am Arbeitsmarkt profitieren und kiinftig einen deutlich
groBeren Wachstumsbeitrag leisten.

In Sachen Zinspolitik verweist die Federal Reserve Bank of New York
(FED) derzeit immer wieder auf die potenziellen Inflaticnsgefahren. Zu
erwarten ist jedoch, dass die FED auf Grund der eingehenden Daten
die Leitzinsen noch im Laufe dieses Jahres leicht senken wird. Im
Gegensatz dazu lasst die Wortwahl in den jirgsten Protokollen der
EZB auf eine erneute Zinsanhebung im Juni schlieBen. Da sich der-
zeit keine besonderen Inflationsrisiken abzeichnen und der Euro als
ausgleichende Kraft wirkt, kénnte sich der Refinanzierungssatz bei
4% stabilisieren. An den Markten wird erwartet, dass die FED ihre
geldpolitische Haltung nur langsam und geringfligig lockem wird,
wahrend die EZB den Refinanzierungssatz bis zum Jahresende auf
4,25% anheben kénnte.

Wenn die Prognose eines langsameren, jedoch nicht stockenden
Wachstums eintreffen sollte, dirften die langfristigen Anleiherenditen
ihr aktuelles Niveau in etwa beibehalten und am Jahresende bei 4,7%
in den USA bzw. 4,1% im Euroraum notieren, Was die kiinftige Ent-
wicklung des FURO anbetrifft, sind weitere Verluste beim US-Dollar
nur schwer vorstelibar. Die Verlangsamung des US-Wirtschaftswachs-
tums diirfte vielmehr bis zur Jahresmitte 2007 fortdauern; bis zum
Jahresende rechnen wir aber wieder mit den ersten Anzeichen giner
Erholung.

Ergebnisentwicklung der HVB Group

Die im letztjihrigen Risikobericht (Geschéaftshericht 2006, Seiten
70-101) erliuterten Risiken der zukiinftigen Entwicklung der HVB
Group blieben im bisherigen Jahresverlauf weitgehend unveréndert,

Wie bereits im Konzernlagebericht zum Konzernabschluss per

31. Dezember 2006 (Geschaftsbericht 2006, Seite G8) berichtet,
planen wir flr das Geschéftsjahr 2007 bei nur leicht ansteigenden
Verwaltungsaufwendungen eine splrbare Steigerung der operativen
Ertrége.

Daraus ergibt sich dann auch eine planméaBige Verbesserung der
Cost-Income-Ratio.

Mit der deutlichen Ausweitung der operativen Ertrige bei weitgehend
kenstanten Verwaltungsaufwendungen haben wir im ersten Quartal
2007 unsere internen Zielvorgaben erreicht und sehen uns auf einem
guten Weg, unsere flir 2007 gesetzten Ziele im Gesamtjahr zu reali-
sieren.
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Aktie

Solide Kursentwicklung der HVB-Aktie

Die positive Kursentwicklung der HVB-Aktie in 2006 konnte auch

im ersten Quartal 2007 fortgesetzt werden. Der Schlusskurs der
HVB-Aktie Ende Marz lag bei 39,78 €, was seit Bekanntgabe des
Zusammenschlusses mit UniCredit einem Wertzuwachs von 98%
entspricht. Der Kapitalmarkt unterstitzt damit die strategische Ent-
scheidung des Managements vom Juni 2005 zum Zusammenschiuss
in die UniCredit Gruppe.

Am 23. Januar 2007 hat der Mehrheitsgesellschafter UniCredit Group
angekiindigt, dass er die 95%-Schwelle beim Aktigndrskapital der
HypoVereinsbark (iberschritten hat und einen Ubertragungsbeschluss
gemdal § 327a AktG herbeizufiinren beabsichtigt. Ziel ist die weitere
Integration in den Gesamtkonzem und eine klare Organisationsstrukiur.

Bei isolierter Betrachtung des ersien Quartals 2007 verzeichnete die
HVB-Aktie einen deutlich (iber den Indizes liegenden Anstieg ven
20,4% gegeniber dem Jahresschlusskurs 2006. Der MDAX legte im
gleichen Zeitraum 8,5% zu, der Prime Banks Index wies ein Plus von
3% aus, der Prime all Share erhéhte sich um 5,9%. Zum Quartals-
ende am 30, Mérz 2007 war die HVB-Aktie im Prime Banks Index mit
1,62% (2006: 1,67%; 2005: 1,58%) und mit 0,16% im Prime All
Share gewichtet.

Auf Grund des Streubesitzes unter 5% wurde die HVB-Aktie am

29, Januar 2007 aus dem MDAX-Index in den Prime All Share Index
iiberfiihrt. Mit einem durchschnittlichen taglichen Handelsvolumen
vyon 573000 Aktien im 1. Quartal (2006: 443000 Aktien) zeigt der
Wert relativ gesehen eine unverandert gute Liquiditat,

Die Bedeutung der HVB innerhalb der UniCredit Gruppe erklért das
nach wie vor rege Interesse von Investoren und Analysten an der
Entwicklung der HypoVereinshank; sie werden weiterhin durch HVB
Investor Relations befreut.

Kreditrating

Nach Ende des Quartas hat die Ratingagentur S&P im Rahmen
der Kapitalerh8hung gegen Sacheintagen zur Ubernahme der UBM
am 2. April 2007 — unter Beibehaltung des Langfrist-Kreditratings
von A — den Outlook von »stable« auf »positive« angehoben.

HVB-Aktie im Vergleich zu MDAX, Prime Banks und Prime All Share

vom 2. 1. bis 30. 3. 2007 {in €)

42 +
39 T
36 +
33 +
W HVB-Aktie
30 L L 1 W MDAX
Januar Februar Mérz 0 Prime Banks

{ Prime All Share
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Konzern Gewinn- und Verlustrechnung

Die vom Vorstand und Aufsichtsrat am 12, September 2006
beschlossenen Ubertragungen, denen am 25. Oktobsr 2006 die
auBerordentliche Hauptversammilung zugestimmt hat, stellen geman
IFRS 5 einen aufgegebenen Geschaftsbereich dar. Im Januar 2007
wurden bis auf die Filialen Vilnius und Tallinn alie hisher als aufgege-
bene Geschéftsbereiche definierten Geselischaften bzw. Teilkonzermne
{Bank Austria Creditanstalt-Gruppe, IMB, AS UniCredit Bank, Riga,
HVB Bank Ukraine) (ibertragen und mit Wirkung zum 1. Januar 2007
entkonsolidiert.

In der Gewinn- und Verlustrechnung der HVB Group werden deshalb
in 2007 gemdB IFRS 5 die operativen Ergebnisse der Filialen Vilnius
und Taliinn sowie die Entkonsolidierungsgewinne der iibertragenen
Teilkonzerne bzw. Gesellschaften inklusive der entsprechenden Steu-
ern und Fremdanteile erst nach dem Gewinn der HVB Group neu in
separaten Guv-Positionen (Ergebnis nach Steuern der auf aufgege-
benen Geschaftsbereiche bzw. Fremdanteile am Ergebnis der aufge-
gebenen Geschaftsbereiche) ausgewiesen. Im Vorjahr enthalten diese
GUV-Posten noch die Ergebnisse aus der Geschéftstétigkeit auch der
im Januar 2007 (bertragenen Gesellschaften.
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NOTES 1.1.-31.3.2007 1.1.-31.3.2006 VERANDERUNG

Ertriige/Aufwendungen in Mio € in Mio € in Mio € in%
Uberschuss aus origindrem Zinsgeschift 1074 804 270 + 336
Dividenden und &hnliche Ertriige aus Kapitalinvestitionen 67 : 48 19 + 396

Zinsiiberschuss 1141 . 852 288  + 339
Provisionsiiberschuss 487 | 538 - 51 95
Handelsergebnis 350 | 297 + 53 + 17,8
Saldo sonstige Aufwendungen/Ertrige ‘ 27 27 0 0

Zinsunabhéingige Eririge ; 864 | 862 2+ 02
OPERATIVE ERTRAGE 2005 ) 1714 0 + 17,0
Personalaufwand -571 ! -5N 0 0
Andere Verwaltungsaufwendungen -320 ‘ - 318 - 2 + 0B
Abschreibungen und Wertberichtigungen i
auf immaterielle Vermdgenswerte und Sachanlagen —- B4 - 75 + 1N - 147

Verwaltungsaufwand -855 - 964 + 9 - 09
QPERATIVES ERGEBNIS 1050 750 + 300 + 40,0
Zutithrungen zu Riicksiellungen - B -2 + 15 - 714
Abschreibungen auf Geschéfts- oder Firmenwerte 0 0 0 0
Aufwendungen flir Restrukturierungen 0! 0 ¢ 0
Kreditrisikovorsorge 7 - 209 -210 + 1 - 05
Finanzanlageergebnis 8 270 | 89 + 181 >+100,0
ERGEBNIS VOR STEUERN 1105 603 + 497 + 81,7
Ertragsteuern ) —291 -192 - 99 + 51,6
ERGEBNIS NACH STEUERN : 814 : 416 + 398 + 95,7
Fremdanteile am Ergebnis - 21 i - 24 + 3 - 1256
GEWINN DER HVB GROUP NEU 793 1 392 + 401 >+ 100,0
Ergebnis nach Steuern der aufgegebenen ]
Geschaftsbereiche 9, 3689 | 382 +3307  >+1000
Fremdanteile am Ergebnis der aufgegebenen ! i
Geschaftshereiche ' 0 ~123 + 123 -1000
GEWINN DER HVB GROUP GESAMT [ 4432 1 691 + 3831 >+ 100,0
Ergebnis je Aktie € 1.1.-31.3.2007 1.1.-31.3.2006
Ergebnis je Aktie der HVB Group gesamt ' 597 ; 0,87
Ergebnis je Aktie dar HVB Group nou \ 1,06 0,52
Ergebnis je Aktie der HVB Group neu {bereinigt)’ : 0,70 | 0,52

1 2007 bereinigt um den Eftekt aus der Verzinsung des Kaufpreises bezliglich der Verduerung
autgegebener Geschiftsbereiche sowig um den VerduBerungsgewinn Indexchange.

Da zum 31. Marz 2007 keine Wandel- oder Optionsrechte aus be-
dingtem Kapital ausstanden, war ein verwéssertes Ergebnis je Aktie
nicht zu ermitteln.
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Bilanz

zum 31. Marz 2007

NOTES 31.3.2007 31.12.2006 VERANDERUNG

Aktiva in Mio € in Mio € in Mio € in %
Barresarve 4720 a2n + 1509 + 47,0
Handelsaldiva M 110189 107211 + 2988 + 238
Forderungen an Kreditinstitute ] 12 49549 41264 + 8285 + 201
Forderungen an Kunden 13 176070 169998 + 6072 + 36
Wertherichtigungen auf Forderungen 15 -6188 - 6068 - 120 - 20
Finanzanlagen 16 20428 19845 + 583 + 29
Sachanlagen 1527 1547 - 20 - 13
(mmaterielle Varmagenswarte ' 773 808 - B - 43
Ertragsteueranspriiche ' 2650 2745 - 95 - 35
Sonstige Aktiva e 2733 3021 - 88 - 95
Vermigenswerte aufgegebener Geschéftshereiche '

und zur VerauBerung gehaltene langfristige Vermigenswerte

oder VerauBerungsgruppen 17,18 400 164451 —164051 - 998
Summe der Aktiva © 352861 508033 -145172 - 28§
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NOTES 31.3.2007 31.12.2006 VERANDERUNG
Passiva in Mio € in Mio € in Mio € in%
Verbindlichkeiten gegeniiber Kreditinstitulen 19 72061 85672 - 13613 - 159
Verbindlichkeiten gegeniiber Kunden 20 99494 92136 + 738 <+ 80
Verbriefte Verbindlichkeiten 21 75571 76938 - 1367 - 18
Handelspassiva 70910 593962 + 10948 + 183
Riickstellungen 22 1664 1683 - 19 - 11
Ertragsteuerverpflichtungen 1632 1378 + 254 + 184
Sonstige Passiva 5981 5214 + 787+ 147
Nachrangkapital 23 11611 12142 - 53 - 44
Verbindlichkeiten aufgegebener Geschéftsbereiche
und Verhindlichkeiten von zur VerduBerung
gehaltenenen VerduBerungsgruppen 24,25 1293 152920 —-151627 - 99,2
Eigenkapital ' 22644 19988 + 2656  + 133
Aui die Anteilseigner der HVB AG entfallendes Eigenkapital ] 21795 15690 + 5105 + 306
Gezeichnetes Kapital 2262 2252 0 0.0
Kapitalriicklage 8883 6883 0 0,0
Andere Ricklagen 4911 4061 + 850 + 209
Bewertungsénderungen von Finanzinstrumenten 645 g72 - 277 - 26,0
AfS-Riicklage 902 1195 - 293 - 245
Hedge-Riicklage - 257 -323 + 66 + 204
Konzemgewinn 2006 622 . 622 0 0.0
Gewinn/verlust 1.1.-31.3. 2007 4482 0 + 4482 >+1000
Anteile in Fremdbesitz 849 3298 - 2449 - 743
Summe der Passiva 362861 508033 -145172 - 28,6
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Entwicklung des Eigenkapitals

D % 00
GEZEIGHNETES KAPITAL- ANDERE RUCKLAGEN
KAPITAL RUCKLAGE DARUNTER:
PENSIONSAHNLICHE
VERPFLICHTUNGEN
inMio € 1AS 19
Eigenkapital zum 1,1, 2006 vor Erstanwendung der geédnderten und neuen IFRS 2252 9128 864 0
Erstanwendungseffekte aus gednderten und neuen IFRS 0 a - 8086 — 806
Eigenkapital zum 1.1, 2006 nach Erstanwendung der gednderten und neuen {FRS 2252 9128 58 - 806
Kapitalerhdhungen
Kapitalherahsetzungen
Bewertungséinderungen von Finanzinstrumenten
Jahresilberschuss/-fehlbetrag
Versicherungsmathematische Verluste bei leistungsorientierten Pidnen
Bestandsveranderungen und Ergebnis eigener Eigenkapitalinstrumente -3
Ausschitiungen
Verdnderungen aus Konsolidierungskreis, Wéhrungseinfluss und
senstige Verdnderungen - 27
Eigenkapital zum 31.3. 2006 2252 9125 )| - 806
darunter:
Eigenkapital der aufgegebenen Geschiftsbereiche
und zur YerduBerung gehaltene Vermigensgruppen 0 0 g1 0
Eigenkapital zum 1.1, 2007 2252 8883 4061 -814
Kapitalerhéhungen
Kapitaiherabsetzungen
Bewertungsanderungen von Finanzinstrumenten
Jahresiberschuss/-fehlbetrag
Versicherungsmathematische Verluste bei leistungsorientierten Planen
Bestandsverdnderungen und Ergebnis eigener Eigenkapitalinstrumente
Ausschiittiungen
Verfinderungen aus Konsolidierungskreis, Wahrungseinfluss und
sonstige Verdnderungen 850 590
Eigenkapital zum 31.3. 2007 2252 8883 4911 —224
darunter:
Eigenkapital der aufgegebenen Geschaftsbereiche
und zur VerduBerung gehaltene Vermiigensgruppen 0 0 -1 - 2
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BEWERTUNGSANDERUNGEN VON KONZERN- AUF DIE ANTEILS- ANTEIL IM EIGENKAPITAL

FINANZINSTRUMENTEN GEWINN EIGNER DER HVB AG FREMDBESITZ INSGESAMT
i i GUV1.1.—- ENTFALLENDES
AfS-RUCKLAGE HEDGE-RUCKLAGE 313, EIGENKAPITAL
INSGESAMT

871 -142 191 13164 3219 16383

0 0 - 806 - 166 - 972

87 =142 191 12358 3053 15411

0 0

0 0

207 -197 10 - 4 &

651 651 147 798

- 3 - 3

- 1 - 1

- 3 1 - 29 @2 63

1075 -338 842 12987 3287 16274

1 0 11 63 62 125

1195 -323 622 16690 3298 19988

0 0

0 0

112 - 70 42 a2

4482 4482 21 4503

0 0

0 0

0 - 1 - 1

- 405 136 581 - 2469 —-1888

902 - 257 5104 21795 849 22644

0 0 ¢ -1 0 - 1
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Kapitalflussrechnung

2007 2006
HVB GROUP HVB GROUP
in Mio € NEU GESAMT
Zahlungsmittelbestand zum 1.1, 3211 7757
Cashflow aus operativer Geschifistatigkeit ~1286 . - 3798
Cashfiow aus Investitionstatigkeit’ 3192 1653
Cashflow aus Finanzierungstitigkeit - 374 28
Effekte aus Wechselkurséndzarungen . - 5 - 14
abzilglich zur VerduBerung gehaltene langfristige Vermogenswerte oder '
VeriuBerungsgruppen und aufgegebene Geschaftsbereiche . - 18 —
Zahlungsmittelbestand zum 31.3. ) 4720 5686

1 im Cashflow aus Investitionstitigkeit 2007 ist der Netto-Cashiiow (3.771 Mio €)
aus der Verfufierung autgegebener Geschiftshereiche enthalten.
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Angaben zur
Gewinn- und Verlustrechnung

1 Segmentberichterstattung
Erfolgsrechnung nach Divisionen vom 1. Januar bis 31, Mérz 2007

PRIVAT- UND WEALTH FIRMEN- & MARKETS & SONSTIGE/ HVB GROUP  AUFGEGEBENE HVB GROLP
GESCHAFTS-  MANAGEMENT  KOMMERZIELLE INVESTMENT KOMSO- NEU GESCHAFTS- GESAMT?
KUNDEN IMMOBILIEN- BANKING LIDIERUNG BEREICHE?
in Mio € KUNDEN
OPERATIVE ERTRAGE
1.1.-31.3.2007 470 123 353 858 201 2005 1 2006
1.1.-31.3.20086 450 166 353 687 28 1714 1316 3030
Verwaltungsaufwand
1.1.-31.3.2007 - 1353 - 72 -118 -313 - 99 - 955 -1 - 956
1.1.-31.3.2006 - 356 - 94 -124 —289 -1 — 064 -737 -1701
OPERATIVES ERGEBNIS
1.1-31.3.2007 117 & 235 545 102 1050 0 1050
1.1.-31.3.2006 124 72 229 398 - 73 750 579 1329
Kreditrisikovorsorge
1.1-31.3.2007 - 67 - 4 - 51 -1 - 86 —209 0 - 209
1.1.-31.3.2006 - 29 - 4 - B2 - 15 -100 =210 -113 - 323
restliche Positionen’
1.1.-31.3.2007 0 1 -1 215 49 264 37N 4035
1.1.-31.3.2006 1 2 7 27 N 68 7 75
ERGEBNIS VOR STEUERN
1.1.-31.3.2007 50 48 183 759 65 1105 N 4876
1.1.-31.3.2006 95 70 174 410 -142 608 473 1081

1 Beinhaltat die GuV-Positionen Zufihrungen zu Rickstelfungen, Abschreibungen auf Geschétis-
oder Firmenwerte, Autwendungen fiir Restrukturierungen, Finanzanlageergebnis und andere
nicht operative Autwendungen.

2 Enthélt in den restlichen Positonen (Finan
der aufgegebenen Geschifisbereiche.

nis) die Gewinne aus der VerduBerung
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Angaben zur Gewinn- und

Verlustrechnung Fortsetzung

Erfolgsrechnung der Division Privat- und Geschéaftskunden

4, QUARTAL 3. QUARTAL 2. QUARTAL

. 1.1.-31.3.2007 1.1.-31.3,2006 2006 2006 2006

ERTRAGE/AUFWENDUNGEN in Mio € in Mio € in Mio € in Mio € in Mip €
]

Zinsiiberschuss 2n ' 280 261 285 270
Provisionsiiberschuss 195 196 140 139 154
Handelsergebnis 1] -1 -1 -1 2
Saldo sonstige Aufwendungen/Eririge 3 1 5 - 10 - 2 1

Zinsunabhangige Ertrdge 199 | 200 129 136 167
OPERATIVE ERTRAGE 470 ! 480 390 12 437
Personalaufwand -152 | -4 - 132 -139 - 145
Andere Verwaltungsaufwendungen sowie ‘

Abschreibungen und Wedberichtigungen auf '

immaterielle Vermdgenswerte und Sachanlagen -201 -215 -213 227 -210
__ Verwaitungsaufwand -353 - 356 —345 - 366 - 355
QPERATIVES ERGEBNIS 117 124 45 55 82
Aufwendungen {(ir Resirukturierungen 0 0 - 5 - i -1
Kreditrisikovorsorge - 87 - 29 - 43 - 50 - 51
Finanzanlageergebnis ynd andere Posten' _D 1 1 - 7 - 4 1
ERGEBNIS VOR STEUERN . 50 i 96 - 10 0 3
Cost-Income-Ratio in % 75,1 } 74,2 88,5 86,9 81,2

1 Beinhattet die GuV-Positionen Zuflhrungen zu Ricksteltungen,

Ahschreibungen aut Geschéfts- oder Firmenwerte, Finanzanlageesgebnis

und andere nicht operative Aufwendungen.
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Entwicklung in der Division Privat- und Geschéftskunden
Die Division Privat- und Geschaftskunden konnte im ersten Quartal
2007 das (berdurchschnittlich hohe operative Eriragsniveau des
ersten Quartals 2006 nahezu erreichen. Mit einem Quartalswert von
470 Mio € liegen die operativen Ertrige fast auf Vorjahreshdhe und
damit deutiich iiber den letzten drei Quartalswerten 2006. Im Zins(ber-
schuss ergab sich ein leichter Riickgang (-3,2%; vor allem infolge des
strategisch bedingten Volumenabbavs bei Immobilignkrediten, der
durch die gestiegenen Margen im Passivgeschaft teiweise kompen-
siert werden konnte. Im Provisians(berschuss erreichte die Division mit
195 Mio € den auRergewdhnlich hohen Varjahreswert {196 Mio €),
Dazu hat — wie im Vorjahr — auch der weiterhin erfolgreiche Absatz von
innovativen Aniageprodukten, wie zum Beispiel »HVB 6% Zins Ass« mit
ginem Volumen von Uber 400 Mic €, »HVB Best of Fonds Zertifikate«
mit tiber 100 Mio € sowie der »KombiAnlage plus« beigetragen. Die
Verwaltungsaufwendungen erméBigten sich leicht um 0,8% trotz der
erstmaligen Einbeziehung der PlanetHome Gruppe, einer der fihrendan
Immobiliendienstleister mit den Kernbereichen Vermittlung und Finan-
zZierung von Wohnimmaobilien. Im Beraich Vermittiung von Immabilien-
finanzierungen gehdrt PlanetHome mit einem vermittelten Finanzie-
rungsvolumen von rund 1,2 Mrd € in 2006 2u den drei griiBten Vermitt-
lern von privaten Baufinanzierungen in Deutschland. 2006 konnten
auch Immohilien im Wert von 450 Mio € vermittelt werden.

Innerhalb der gesamten Verwaltungsaufwendungen stiegen zwar die
Personalaufwendungen um 7,8%, auch bedingt durch den aufwandser-
hahenden Effekt der erstmaligen Einbeziehung der PlanetHome Gruppe
im ersten Quartal 2007, Die andaren Verwaltungsaufweancungen inklu-
sive der Abschreibungen auf Sachanlagen reduzierten sich auf Grund
des strikten Kostenmanagements um 6,5%. Das operative Ergebnis
liegt mit 117 Mio € zwar leicht unter dem hohen Wert des ersten Quar-
tals 2006, jedoch deutlich (iber den letzten drei Quartalswerten des
Vorjahres. Die Cost-Income-Ratia blieh mit 75,1% in etwa auf dem
Niveau des Vorjahres (31. Mérz 2008: 74,2%). Die Erndhung der Kredi-
trisikavorsorge auf 67 Mio € gegenilber dem Vorjahr (29 Mio €} steht
als technischer Effekt iberwiegend im Zusammenhang mit der im Vor-
jahr fiir das ausgelagerte Special Credit Portfolio gehildeten Kreditrisi-
kovorsorge. Unter Berticksichtigung der Kreditrisikovorsorge, die auf
das von der Division Privat- und Geschéftskunden in das Special Credit
Portfolio iberiragene Kreditportfolio entfaltt, liegt der gesamte Risiko-
vorsorgebedarf fiir das erste Quartal 2007 mit 106 Mio € in etwa auf
dem Niveau des ersten Quartals des Vorjahres {94 Mio €). Dies filnrte
7 einem Ergebnis vor Steuern in Hahe von 50 Mio €, das den hervor-
ragenden Ergebnisbeitrag des ersten Quartals 2006 (96 Mio €) nicht
erreichte, aber dennoch deutlich tiber den dbrigen Quartalsbetragen
2006 bzw. dem durchschnittlichen Quartaisergebnis des Gesamtjahres
2006 (29 Mio €) liegt.
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Angaben zur Gewinn- und

Verlustrechnung Fortsetzung

erfolgsrechnung der Division Wealth Management

4. QUARTAL 3. QUARTAL 2. QUARTAL
. 1.1.-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUFWENDUNGEN in Mio € in Mio € in Mio € in Mio € in Mio €
Zinsiberschuss KT 36 47 40 40
Provisiensiiberschuss 87 - 135 86 62 114
Handelsergehnis -1 -5 -1 1 -8
Saldo sonstige Aufwendungen/Ertrage 0 0 1 -1 3
Zinsunabhéngige Ertrige : 86 130 86 62 109
OPERATIVE ERTRAGE X 123 166 133 102 149
Parsunalaufwand \ -2 -3 -2 25 -3
Andere Verwaltungsaufwendungen sowie
Abschreibungen und Wertherichtigungen auf )
immaterlelle Vermogenswerte und Sachanlagen -49 -62 -49 -43 -65
Verwaltungsaufwand -72 -84 -75 - 68 -9
OPERATIVES ERGEBNIS e 72 58 34 50
Aufwendungen fir Restrukturierungen ) -5 -2 ¢
Kreditrisikovorsorge - 4 - -8 -2 4
Finanzanlageergebnis und andere Posien' 10 523 4
ERGEBNIS VOR STEUERN 48 70 55 563 58
Cast-Income-Ratio in % 585 56.6 56,4 66,7 66,4

1 Beinhaltet die Guv-Positionen Zufithrungen zu Riickstellungen,
Apschreibungen auf Geschifts- oder Firmenwerte, Finanzanlageergebnis
und andere nicht operative Aufwendungen.

Entwicklung in der Division Wealth Mangement

Im Rahmen der Biindelung der Asset Management-Aktivitaten in der
UniCredit Gruppe wurden mit Wirkung zum 1. Juli 2006 die Activest
Gruppe ({Activest Investmentgesellschaft mbH, Miinchen, Activest
Investmentgesellschaft Luxembourg S. A., Luxemburg und Activest
Investmentgeselischaft Schweiz AG, Bern) sowie im Januar 2007 die
Nordinvest an die Picneer Global Asset Management S.p.A. (ibertra-
gen und die Depothanktitigkeiten der HVB Bangue Luxembourg S.A.
ab dem 1. Januar 2007 nicht mehr der Division Wealth Management
zugeordnet.

Deshalb sind in der oben dargesteliten Erfolgsrechnung in den Vorjah-
resquartalen die crigindren Ergebnisheitrige der Activest Geselischaf-
ten {nur bis Jahresmitte 2006), der Nordinvest und die Erfolge aus den
Depotbankaktivititen der HYB Banque Luxembourg noch integriert.
Zur besseren Vergleichbarkeit des operativen Wealth Management-
Geschifts stellen wir nachfolgend fir die Division Wealth Management
eine Erfolgsrechnung dar, in der die Quartale 2006 um die Entkonsoli-
dierungseffekte sowie um die Erfolge aus den Depotbankaktivititen der

HVB Bangue Luxembourg bereinigt sind,
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Adjustierte Erfolgsrechnung der Division Wealth Management

4, QUARTAL 3. QUARTAL 2. QUARTAL
i 1.1.-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUPWENDUNGEN inMio £ in Mio € mMio € in Mio € in Mio €
Zinsiiberschuss . 37 34 46 40 39
Provisionsilberschuss ) 87 87 72 53 76
Hande!sergehnis -1 -5 -1 3 -8
Salda sonstige Autwendungen/Fririge o 1 2 - 1
Zinsunabhingige Ertrige .__ 86 83 73 53 69
OPERATIVE ERTRAGE 12_3- 117 19 93 108
Personalaufwand -3 21 24 23 -22
Andere Verwaltungsaufwendungen sowie ' _
Abschreibungen und Wertberichtigungen auf _ )
immaterielle Vermégenswerte und Sachanlagen ‘ -49 -47 -48 -42 =30
Verwaltungsaufwand ‘ - 75 -68 -72 -85 -72
OPERATIVES ERGEBNIS ) 51 49 47 28 36
Aufwendungen fiir Restrukturierungen . o ' 2 -2 0
Kreditrisikevarsorge ' -4 - -8 -2
Finanzanlageergebnis und andere Posten' o 1 1 -1 - 3
ERGEBNIS VOR STEUERN 48 46 40 23 43
Cost-Income-Ratio in % , 585 58,1 60,5 69,9 66,7

1 Bewnhaltet die Guv-Pesitionen Zufihrungen zu Rickstellungen,
Ahschreibungen auf Geschtts- oder Firmenwerte, Finanzanlageergebnis
und andere nicht operative Aufwendungen.

Die Division Wealth Management umfasst den Wealth Management
Vertrieb der HVB AG, die DAB Bank Gruppe, das Privaie Banking der
HVB Luxembourg und die hauseigenen Sachwerteproduzenten H.FS.
Hypo-Fondsbeteiligungen fir Sachwerte GmbH, Miinchen, sowie die
nicht konsolidierten Gesellschaften HVB Fonds Finance GmbH und
Blue Capital GmbH.

Die nachfolgende Darstellung der Ergebnisentwicklung bezieht sich auf
die adjustierte Erfolgsrechnung.

Mit einem Ergebnis vor Steuern in Héhe von 48 Mio € konnte die
Division Wealth Management im ersten Quartal 2007 das Ergebnis
des entsprechenden Vorjahreszeitraums um 4,3% steigern. In der
HVB AG konnte der auBergewdhnlich hohe Provisionstberschuss aus
dem 1. Quartal 2006 in den ersten Monaten 2007 nahezu erreicht
werden, wobei der Mérz deutlich stérker verlief als der Vorjahres-
monat. Im Ergebnisanstieg spiegelt sich auch die Ergebnisdynamik
der DAB Bank Gruppe wider, die nach einem Anstieg des Ergebnisses
vor Steuern um 13% das beste Quartalsergebnis in ihrer Unterneh-
mensgeschichte erreichte.

Die positive Entwicklung des operativen Ergebnisses (+4,1%) wurde
vom Zuwachs der operativen Erirage um 5,1% auf 123 Mio € getra-
gen. Die Forcierung der Vermégensverwaltung im Wealth Management
Vertrieb gewinnt an Dynamik, Im vergangenen halben Jahr konnte das
Volumen um 40% auf 2 Mrd € in der Vermdgensverwaltung gesteigert
werden. Bei den Sachwerteanlagen wurden insbesondere Private
Equity Beteitigungen erfolgreich platziert. Die DAB Bank Gruppe er-
reichte bei den Wertpapiertransaktionen Rekortiniveau. Der Zinsiiber-
schuss in der Division stieg um 8,8%.

In der ErhGhung des Verwaltungsaufwands um 5,9% schiugen sich
Wertpapierabwicklungsaufwendungen durch gesteigerte Transak-
tionszahlen und gezielter Personalaufbau im Vertrieh nieder, durch
den nachhaliiges organisches Wachstum generiert werden soll. Die
Cost-tncome-Ratio blieb mit 58,5% nahezu unveréndert.
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Angaben zur Gewinn- und
Verlustrechnung Fortsetzung

Erfolgsrechnung der Division Firmen- & Kommerzielle
Immobilienkunden, Subdivision Firmenkunden

4. QUARTAL 3. QUARTAL 2. GUARTAL
) 1.1,-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUFWENDUNGEN in Mio € in Mio € in Mio € in Mio € in Mio €
Zinsitherschuss , 200 209 205 185 202
Provisionsiiberschuss | a8 85 63 76 73
Hangelsergabnis 1, 0 2 4 - 2
Saldo sonstige Autwendungen/Ertrige ' T 1 - 4 -1 5
Zinsunabhingige Ertrige 99 86 61 79 76
OPERATIVE ERTRAGE 299 295 266 264 278
Personalaufwand - 45 - # -4 -4 — 43
Andere Verwaltungsautwendungen sowie
Abschreibungen und Wertberichtigungen auf ;
immaterielle Vermigensweria und Sachanlagen - 60 - 69 - 73 - B9 - 65
Verwaltungsaufwand -106 -110 - 116 -110 -108
OPERATIVES ERGEBNIS 183 185 150 154 170
Aufwendungen {ir Restrukturierungen 0 0 0 -1 0
Kreditrisikovorsorge - 40 ¢ - 44 - 74 — 48 - 35
Finanzanlageergebnis und andere Posten’ - 1 7 - 14 - 4 1
ERGEBNIS VOR STEUERN 152 148 62 101 136
Cost-income-Ratio in % 355 373 436 17 388

1 Beinhaliet die Guv-Positionen Zufikrungen zu Riickstellungen,
Abschrethungen auf Geschifts- ader Firmenwerte, Finanzanlageergebnis
und anders nicht operative Autwendungen.

Entwicklung in der Subdivision Firmenkunden

Die Subdivision Firmenkunden, die sich insbesondere auf die Be-
dirfnisse unserer mittelstandischen Kunden kenzentriert, ibertraf
beim Ergebnis vor Steuern das gute Niveau des entsprechenden
Vorjahresquartals um 2,7%.

Dabel verbesserte sich das operative Ergebnis um 4,3% auf 193 Mip €
sowohl aus hiheren operativen Ertrigen (+1,4%) als auch aus der
Reduzierung der Verwaltungsaufwendungen (—3,6%) und damit auch
die Cast-Income-Ratio um 1,8%-Punkte auf nunmehr 35,5%. Der
Ertragsanstieg geht auf ein erfreuliches Wachstum das Provisions(iber-
schusses in Hohe von 15,3% zurtick.

Diese Entwicklung resultiert aus hiheren Eridsen im Zahlungsverkehr,
einem gestiegenen Absatz im Derivategeschéft mit Kunden und aus
héheren Ertragen im Bereich von strukturierten Finanzierungen, unter
anderem auch durch Mezzaning-Produkte unter Einbeziehung des
Kapitalmarktes {ber die PREPS™-Plattform, Der Zinsliberschuss war
dagegen margenbedingt leicht rilcklzufig.

Das rilckl&ufige Ergebnis aus Finanzantagen und anderen Posten
(—8 Mio € gg(. Vorjahr) wurde durch die um 4 Mio € auf 40 Mio €
gesunkene Kreditrisikovarsorge nur teilweise kompensier, sodass
das Ergebnis vor Steuern ausschlieBlich aus der operativen
Geschéaftstitigkeit auf 152 Mio € stieg,
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Erfolgsrechnung der Division Firmen- & Kommerzielle
Immobilienkunden, Subdivision Kommerzielle Immobilienkunden

4. QUARTAL 3. QUARTAL 2. QUARTAL
) 1.1.-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUFWENDUNGEN in Mio € in Mio € in Mio € in Mio € in Mio €
Zinsiiberschuss 43 | 19 27 40 44
Provisionsilberschuss g B 8 11 11
Handelsergebnis ‘ 7 0. 0 0 0 0
Saldo sonstige Aufwendungen/Erirge L0 ﬁ 1 -2 0 2
Zinsunabhngige Ertrige BB 9 6 1 13
OPERATIVE ERTRAGE ; 54 58 33 51 57
Personalautwand -3 -4 -2 -1 -3
Andere Verwaltungsaufwendungen sowie { _ :‘_
Abschreibungen und Wertberichtigungen auf f o
immaterielle Vermdgenswerte und Sachanlagen i L -9 =10 =10 =10 -8
Verwaltungsaufwand ST ~14 12 —14 —11
OPERATIVES ERGEBNIS l a2 m 21 a7 46
Aufwendungen filr Restrukturierungen [ o , 0 ¢ 0 0
Kreditrisikovorsorge ' -1 | -18 -1 -30 -4
Finanzanlageergebnis und andere Posten’ z S 0 0 5 -6 0
ERGEBNIS VOR STEUERN . 2 15 1 a2
Cost-Income-Ratio in % | 22,2 24,1 36,4 27,5 19,3

1 Beinhaltet die Guv-Posthonen Zufiihrungen zu Rickstellungen,

Anschreibungen aut Geschifts- oder Firmenwerte, Finanzanlageergebnis

und andere nicht operalive Aufwendungan.

Entwicklung in der Subdivision
Kommerzielle Inmobilienkunden

Die Subdivision Kommerzielle Immobilienkunden hat auch im ersten
Quartal 2007 das bereits 2005 begonnene Restrukturierungspro-
gramm, einschlieBlich des damit einhergehenden strategischen
Apbaus unprofitabler Portiolios sowie des Aufbaus neuer profitabler
Geschaftsaktivitaten, fortgesetzt. Dadurch hat sich der Zinsiiber-
schuss gegeniiber dem Vorjahresquartal um 12,2% ermdBigt. Auf
Grund des kréftig um 37,5% gestiegenen Provisionsiiberschusses
war der Riickgang der operativen Ertrage nur moderat (—6,9%}.

Die Entwicklung im Provisionsiiberschuss resultiert hauptsachlich aus
gestiegenen Corporate Finance Ertragen und einem gestiegenen

Absatz im Derivategeschéft mit Kunden.

Die Verwaltungsaufwendungen gingen wegen des mit dem Volumen-
riickgangs einhergehenden Personalabhaus um 14,3% zuriick,
sodass sich insgesamt die Profitabilitat im operativen Geschéft und
damit die Cost-Income-Ratio um 1,9%-Punkte auf 22,2% verbes-
serte, Das operative Ergebnis lag mit 42 Mio € in etwa auf dem guten

Niveau des Vorjahres.

Auf Grund einer deutlich um 7 Mio € bzw. —38,9% gesunkenen
Kreditrisikovorsorge stieg das Ergebnis vor Steuemn gegentiber dem

Varjahr um 19,2% auf nunmehr 31 Mig €.
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Angaben zur Gewinn- und
Verlustrechnung Fortsetzung

Erfolgsrechnung der Division Markets & Investment Banking

4. QUARTAL 3. QUARTAL 2. QUARTAL
) 1.1,-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUFWENDUNGEN in Mia € in Mio € in Mio € in Mio € in Mio €
Zinsiiberschuss l M 286 361 268 256
Provisionsiiberschuss ; 90 102 106 72 86
Handelsergebnis ! 385 294 79 193 171
Saldo sonstige Aufwendungen/Ertrige i B 2 5 3 - B 5
Zinsunabhiingige Ertriige T 401 188 257 262
OPERATIVE ERTRAGE i 858 687 549 525 518
Personalaufwand i -163 -138 -144 -120 -120
Andere Verwaltungsaufwendungen sowie i
Abschreibungen und Wertberichtigungen auf ! ,
immaterielle Vermigenswerte und Sachanlagen ’ - 150 -15 -18 -147 -162
Verwaltungsaufwand [r -313 -289 -325 - 267 -282
OPERATIVES ERGEBNIS f 545 398 224 258 236
Aufwendungen f(r Restrukturierungen 0 0 - 1 0 0
Kreditrisikovorsorge : -1 - 15 20 - 5 16
Finanzanlageergebnis und andere Posten’ 215 27 —221 16 16
ERGEBNIS VOR STEUERN 759 410 22 269 268
Cost-income-Ratio in % : 36,5 421 59,2 50,9 54,4

1 Beinhaitet dig GuV-Positionen Zufiihrungen zu Rickstellungen,
Abschreibungen auf Geschifts- oder Firmenwerte, Finanzanlageergebnis
und andere nicht operative Aufwendungen.

Entwicklung in der Division Markets & Investment Banking
Die Division Markets & Investment Banking setzte die erfolgreiche
und nachhaltige Ergebnisentwicklung fort und konnte in den ersten
drei Monaten 2007 das Ergebnis vor Stevem gegeniber dem ent-
sprechenden Vorjahresvergleichszeitraum um 85,1% auf 759 Mio €
steigern.

Diese Entwicklung ist einerseits auf das splirbar verbesserte opera-
tive Ergebinis (+ 36,9% auf 545 Mic €} und andererseits auf den

in der Positiont Finanzanlageergebnis und andere Posten vereinnahm-
ten Gewinn aus der VerduBerung der Indexchange in Hohe von

218 Mia € zuriickzufilhren. Aber auch ohne diesen VerduBerungsge-
winn stieg das Ergebnis vor Steuern kréftig um 131 Mio € bzw.
32,0% auf 541 Mio € und tiegt damit deutlich Uber den Quartals-
beitrdgen des Vorjahres.

Bei der Kreditrisikovarsorge ergab sich im Berichtsquarta! auf Grund
des guten Marktumfeldes ein nur geringer ZufGihrungssalda in Héhe
von 1 Mio € {erstes Quartal 2006: Zufihrungssaldo 15 Mio €).

Das gute operative Ergebnis wurde getragen von denum 171 Mio €
bzw. 24,9% gestiegenen operativen Ertrdgen. Insbesondere der Zins-
Uberschuss konnte auch auf Grund einer giinstigen Zinsentwickiung
um 125 Mio € bzw 43,7% deutlich zulegen. Daneben (bertraf das
Handelsergebnis das sehr gute Ergebnis des ersten Quartals des Vor-
jahres nochmals um 61 Mio € bzw, 20,7%, wahrend der Provisions-
iiberschuss niedriger als im ersten Quartal des Vorjahres ausfiel
(~12 Mio € bzw. —11,8%).

Trotz des Anstiegs der Verwaltungsaufwendungen um 24 Mic € bzw.
8,3% verbesserte sich die Cost-Income-Ratlo urm 5,6%-Punkte auf
36,5%.
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Erfolgsrechnung der Division Sonstige/Konsolidierung

4, QUARTAL 3. QUARTAL 2, QUARTAL

. 1.1.-31.3.2007 1.1.-31.3.2006 2006 2006 2006
ERTRAGE/AUFWENDUNGEN in Mio € in Mio € in Mio € in Mio € inMio €
OPERATIVE ERTRAGE 201 28 7 - 2 60
verwaltungsaufwand -99 -101 - 33 - 94 - 51
(QPERATIVES ERGEBNIS 102 - 73 - 26 - 96 9
Aufwendungen fiir Restrukturierungen 0 it} - 30 - 12 - 2
Kreditrisikovorsarge -86 -100 -179 -9 -132
Finanzanlageergednis und andere Posten’ 49 K1l - 3 -1 2
ERGEBNIS VOR STEUERN 65 =142 - 270 =210 -123

1 Beinhaltet die GuV-Positionen Zufihrungen 2u Rilckstellungen,
Abschreibungan auf Geschéfts- oder Firmenwerte, Finanzanlageergebnis
und andere nicht operative Aufwendungen.

Entwicklung der Division Sonstige/Konsolidierung

Das Segment Sonstige/Konsolidierung beinhaltet die Subsegmente
Giobal Banking Services, Group Corporate Center inklusive der
Erfolgsbeitrage aus dem im September 2006 neu entstandenen und
in diesem Segment zusammengefassten Special Credit Portfolio
sowie dem Real Estate Restructuring Portfolia sowie den Konsolidie-
rungseffektan.

Die operativen Ertrige dieses Segments erhdhten sich deutlich von
28 Mio € im Yorjahr auf 201 Mio € im ersten Quartal 2007, Digse
Entwicklung resultiert fast ausschlieBlich aus dem Zinsiberschuss,
der durch die Zinseffekte aus dem Mittelzufluss im Zusammenhang
mit der VerauBerung der aufgegebenen Geschéftsbereiche begin-
stigt ist.

Dabei schlagen sich neben der Verzinsung des Kaufpreises und der
Anlage der VeriuBerungsgewinne auch der Wegfall der im Vorjahr
vorhandenen Refinanzierungskosten auf die Beteilgungsbuchwerte
der aufgegebenen Geschiftsbereiche positiv nieder. Bei im Vergleich
zum entsprechenden Vorjahreszeitraum siabilen Verwaltungsaufwen-
dungen wirkt sich der beschriebene Zinseffekt auch im operativen
Ergebnis positiv aus. Die Kreditrisikovorsorge, die auf das Special
Credit Portfolio entfallt, reduzierte sich um 14% auf 86 Mio €.
Daneben fiihrte inshesondere der VerduBerungsgewinn Nordinvest
(47 Mio €} zu dem héheren Ergebnisbeitrag aus dem »Finanzanla-
geergebnis und andere Posten«. Das Ergebnis vor Steuern verbes-
serte sich im ersten Quartal dieses Geschéftsjahres auf 65 Mio €
nach —142 Mio € im entsprechenden Vorjahreszeitraum.
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Angaben zur Gewinn- und
Verlustrechnung Fortsetzung

2 berschuss aus dem originéiren Zinsgeschétt

Bei der Entwicklung des Provisionsiiberschusses gegeniiber dem

o 11-313. 11-313 Vorjahr st zu berlicksichtigen, dass im Provisionsiiberschuss 2006
in Mio € 2007 26 noch die Erfolgsheitriige der verkauften Activest Geselischaten, der
Zinsertrige aus Indexchange und der Nerdinvest enthalten sind und sich deshalb im
Kredit- und Geldmarktgeschaften 3225 2591 Vergleich zum Vorjahr ein nachieiliger Effekt ergibt. Bereinigt um
Festverzinslichen Wertpapieren 730 630 Konsclidierungs- und Wahrungseffekte wurde das Niveau des Vor-
Finanzierungsleasing 15 11 jahres fast erreicht (—1,1%).
Zinsaufwendungen
Einlagen 1861 1408 5 Handelsergebnis
Vertiriefte Verbindlichkeiten 885 842 1.1-31.3. 1.1-31.3.
Nachrangkapital 150 175 inMio€ 2007 2006
Insgesamt 1074 804  Gewinne und Verluste aus Finanzinstrumenten
Lo . oo ) o held for Trading 290 300
Fir flnaqzlefle Vermoge'nswerte und Vgrbmdllchkenen, die nicht Kursbezogene Geschiifte 170 129
erToI.gswwksam Zum bglzulegenden ZeMert bewertet werde_n, Zins- und wahrungsbezogens Geschafie 94 145
betrégt der ge§amte Zinsertrag 3061 Mio €, der gesamte Zinsauf- handelsinduzierte Dividendenerirage % %
wand 2201 Mio €, Realisierungserfolge aus Private Equity? 46 0
Efiekte aus dem Hedge Accounting -1 -1
3 Di"iqem_jen um:l ahnliche Ertrage Gewinne und Verluste aus Finanzinstrumenten
aus Kapitalinvestitionen der Kategorie aFViPL %6 12
11313 11-31.3. - -
in Mio € 2007 o006 oonstiges Handelsergebnis -1 -14
Insgesamt 350 297
Ertrige aus ‘ N o
- 1 Erfasst werden hier die Erfolge aus dem Veskauf aktiv gemanagter Betsiligungsbestinde im Private
Aktien und anderen nicht festverzinslichen Equity Business. Die im Vorjahr angefallenen Erfolge (rund 23 Mio € wurden nicht angepasst.
meapieren q Sie wurden im Finanzanlageergebnis gezeigt.
verbundenen Unternehmen 8
nach der Equity-Methode bewerteten Unternehmen 2 3 B _Saldo sonstige Aufwendungen/Ertrige
Beteiligungen 52 28 in Mio € 1.1.-3'1J 631; 1.1.—3(1&:
Insgesamt 67 43
Sonstige Ertrige 51 57
4 Provisionsiiberschuss Sonsfige Au.fwendungen = 24 2
Saldo sonstige Aufwendungen/Ertrége 27 27
11313, 1.1-31.3
in Mio € 2007 2006
Wertpapier- und Depolgeschift 234 ag9 1 Kreditrisikevorsorge
AuBenhandg}!sgeschaWZahIungsvemehr 74 3 Mioe 1-1-‘2[‘)3’7' 1""236"6
Kreditgeschaft 106 118
Sonstiges Dienstieistungsgeschatt 73 58  Zufiihrungen 408 410
Insgesami 487 538 Wertberichtigungen auf Forderungen 397 395
Riickstellungen im Kreditgeschaft 1A 15
Der Provisionsiberschuss setzt sich aus Provisionsertragen in Hohe Aufldsungen —190 183
von 604 Mic € (Vorjahr: 641 Mio €} saldiert mit Provisionsaufwen- Wertberichtigungen auf Forderungen —180 -180
dungen in Hihe von 117 Mio € (Vorjahr; 103 Mio €) zusammen. Riickstellungen im Kreditgeschit -1 - 3
Eingéinge auf abgeschriebene Forderungan - 9 - 17
Insgesamt 209 210
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8 Finanzanlageergehnis

Erfolgsrechnung aufgegebener Geschaftsbereiche:

11313 11-313 1.1-318. 11-313
inMio € 2007 2006  inMio€ 2007 2008
Realisierungserfolge aus dem Yerkauf von Zinsiiberschuss 1 694

Forderungen 0 0 Provisionsiiberschuss 0 425
AfS-Finanzanlagen -1 90  Handelsergebnis 0 191
HtM-Finanzanlagen 0 0 Saldo sonstige Aufwendungen/Ertriige 0 6
At-equity bewertaten Unternehmen ] 0  OPERATIVE ERTRAGE 1 1.316
Anteiten an verbundenen Unternehmen 265 0 Verwaltungsautwand -1 -737
Grundstiicke und Gebdude 6 0  OPERATIVES ERGEBNIS 0 579
Abschreibungen und Wertberichtigungen auf Zufiihrungen zu Riickstellungen 0 - 3
AfS-Finanzanlagen ) Q@ Abschreibungen auf Geschdfis- oder Firmenwerte 0 0
HtM-Finanzanlagen 0 -1 Aufwendungen fiir Restrukturierungen 0 0
At-equity bewertete Unternehmen 0 Q0  Kreditrisikovorsorge 0 -113
Anteilen an verbundenen Unternehmen 0 Finanzanlageergebnis 37 10
Grundstiicke und Gebiude 0 Andere nicht operative Aufwendungen 0 0
Insgesamt 270 8%  ERGEBNIS VOR STEUERN TN 473
Ertragsteuern -82 -3
In den Realisierungserfolgen aus Anteilen an verbundenen Unterneh- ERGEENIS NACH STEUERN 2689 382
men in Hohe von 265 Mio € sind die Gewinne aus der VerduBerung Fremdantaile am Exgebiis 0 123
der Indexchange in Hohe von 218 Mio € und der Nordinvest in Héhe GEWINN/VERLUST 3689 259
von 47 Mio € enthalten.
9 Erfolgsrechnung und Ergebnis e Aktie Ergebnis je Aktie aufgegebener Geschaftsbereiche:
aufgegebener Geschifisbereiche Ergebnis je Aktie in € in s
In 2007 sind im Finanzanlageergebnis der Erfofgsrechnung aufgege- 491 035
bener Geschaftsbergiche die VerduBerungsgewinne der BA-CA
Gruppe, der IMB, der AS UniCredit Bank, Riga {vormals: HVB Bank . .
Latvia AS, Riga) und der HVB Ukraine in Hihe von 3771 Mio € vor 10_Ergebnis je Aktie
. i - ; 11.-313 11313,
Steuern enthalten. Die auf diese VerduBerungsgewinne entfallenden HVB GROUF GESAMT 2007 2006
Steuern gemnéa IFRS betragen insgesamt 82 Mio €. Daneben sind in o
2007 auch die Ertrage und Aufwendungen der HVB AG Fiialen Vilnius ~ 36vin0 n Mio € : 4482 651
und Tallinn ausgewiesen. Die Vorjahreszahlen enthaiten die Ertrage Durchschnittiche Anzahl der Atien 750699140 750659140
und Aufwendungen aus der Geschaftstatigkeit auch der im ersten Ergebnis je Aktie in € 597 087
Quartal 2007 verkauften aufgegebenen Geschéftsbereiche.
11-313.  1.1.-313,
HVB GROUP NEU 2007 2006
Gewinn (in Mio € 793 392
Gewlnn (bereinigt)’ in Mio € 522 392
Durchschnittliche Anzahl der Aktien 750699140 750699140
Ergebnis je Aktie in € 1,06 0,52
Ergebnis e Aktie (bereingt)' in € 0.70 0,52

1 2007 berainigt urm den Effext aus der Verzinsung des Kaufpreises beziiglich der VerduBerung
aufgagebener Geschiftsbereiche sowie um den VerduBerungsgewinn Indexchange.
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Angaben zur Bilanz

11 Handelsaktiva

15 Wertberichtigungen auf Forderungen
Bestandsentwicklung

in Mio € 31.3.2007  31.12.2006
Schuldverschreibungen und andere festverzinsliche in Mio € 2007 2008
Wertpapiere 49230 45709  Bestand zum 1.1, HVB Group neu 6068 9228
Aktien und andere nicht festverzinsliche Wertpapiere 21069 19917  Erfolgswirksame Verdnderungen
Positive beizulegende Zeitwerte aus derivativen Bruttozufiihrungen 397 395
Finanzinstrumenten 34350 35114 Aufldsungen - 189 -180
Sonstige Handeisbestande 5550 6471 Erfolgsneutrale Verdnderungen
Insgesamt 110199 107211 Bestandsverdnderungen durch Zu- bzw.
Abgénge im Konsolidierungskreis sowie
12 Forderungen an Kreditinstitute nach Fristen auf Grund von Umkiassiiizierungen der zur
VerduBerung gehaltenen VeriuBerungsgruppen 0 -307
in Mio € 31.,3.2007  31.12.2006 Inanspruchnahme von bestshenden
Taglich fallig 15815 fog1g  —verberichtigungen - 9% %
Befristet 33734 28345 Auswirkungen aus Wahrungsumrechn?ngen
Insgosamt 49549 4268 und andere nicht erfolgswirksame Verdnderungen 5 -2
Zur VerduBerung gehaltene langfristige
Vermigenswerte oder VerduBerungsgruppen — —
13 Forderungen an Kunden nach Fristen Bestand zum 31.3. HVB Group neu 5188 8929
in Mig € 31.3.2007  31.12.2006
Unbestimmte Laufzeiten 18306 13658 16 Finanzanlagen
Befristet mit Restlaufzeit 157764 156340 in Mio € 31.3.2007  31.12.2006
bis 3 Monate 27762 228238 '
iiber 3 Monate bis 1 Jahr 11078 17gog  HW-Finanzaslagen
tiber 1 Jahr bis 5 Jahre 33381 34040 Schuldverschreibungen und andere festverzinsiiche
iiber 5 Jahre 85543 87463 Viertpapiere 362 471
Insgesamt 176070 169998 AfS-Finanzanlagen . 7898 7138
Anteile an verbundenen nicht konsolidierten
Unterneghmen 565 588
14 Kreditvolumen Beteiligungen 2038 1884
Aufteilung nach Inhatten Schuldverschreibungen und andere festverzinsliche
in Mio € 3132007 31.12.2006 Weripapiere 3173 2700
Aktien und andere nicht festverzinsliche Wertpapiere 2122 1966
Kredite und Darlehen an Kreditinstitute 19613 18027 darunter: langfristiq gehaltene Bestinde 1667 1413
Kredite und Darlehen an Kunden 169581 167068 Fair-Valug-Gption-Finanzanlagen 11634 11728
Everiualverbindiichkeiten aus Blirgschatten und Schuldverschraipungen und andere festvarzinsliche
Gewdhrleistungsvertragen 25974 24977 Weripapiere 11502 11613
Insgesamt 215168 210072 Aktien und andere nicht festverzinsliche Wertpapiere 132 115
At-Equity bewertete Unternehmen 37 35
darunter: Geschéfts- oder Firmenwerte — —
Als Finanzinvestition gehaltene Grundstlicke und
Gebdude 477 473
Insgesamt 20428 19845
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17 Vermigenswerte aufgegebener Geschiftshereiche

31.3.2007  31.12.2006

Aktiva in Mio € in Mio €
Barreserve 18 2874
Handelsaktiva 0 17188
Forderungen an Kreditinstitute ] 32694
Farderungen an Kunden 291 88504
Weriberichtigungen auf Forderungen -2 -2755
Finanzanlagen 2 18296
Sachanlagen 1 415
Immaterielle Vermdgenswerte 1 1684
Ertragsteueranspriiche 0 1022
Sonstige Aktiva 0 2726
Summe der Aktiva N7 163447

Nach der Verauerung der BA-CA Gruppe, der International Moskow
Bank, der AS UniCredit Bank, Riga (vormals: HVB Bank Latvia AS,
Riga) und der HVYB Ukraine im ersten Quartal 2007 sind als aufge-
gebene Geschéftsbereiche nur noch die HVB AG Niederlassungen
Vilnius und Tallinn definiert. Am 31. Dezember 2006 waren neben
den HVB AG Filialen Vilnius und Tallinn auch die oben genannten ver-
auBerten Gesellschaften als aufgegebene Geschaftshereiche definiert.

18 Zur VerduBerung gehaltene langfristige

Vermidgenswerte oder VerduBerungsgruppen

Langfristige Vermdgenswerte, die zur VeruBerung gehalten werden
sowie die Vermogenswerte einer zur VerauBerung gehaltenen Verau-
Berungsgruppe stellen wir in der Bilanz gemis IFRS 5 separat dar. In
dieser Position sind per 31, Mérz 2007 folgende Sachverhalte
enthalten:

— Financial Markets Service Bank GmbH (FMS Bank)
Im Rahmen der Fokussierung auf ihre Kernkompetenzen beab-
sichtigt die HVB Group, ihre Aktivitdten im Bereich der Wertpapier-
abwicklung und -verwahrung an den franzgsischen Finanzdienst-
leister Caceis zu (bertragen. Entsprechende Exklusivwerhandlungen
wurden im Marz 2007 aufgenommen. Der Verkauf soll bis Ende
des Jahres 2007 erfolgen.

—Im Rahmen der Konzentration der Gesellschaften der HVB Group
auf ihre jeweiligen Kernkompetenzen bietet die HYB Banque
Luxembourg S. A., Luxemburg, gemas einem 2006 gefassten
Beschiuss, die Depotbankiatigkeiten ab Mitte 2007 nicht mehr an.
Deshalb wurden die mit den Depothanktétigkeiten verbundenen
Bilanzvolumina als zur VerauBerung bestimmt klassifiziert.

— Dartiber hinaus sind weitere verschiedene, bisher unter Finanz-
anlagen ausgewiesene Investment Properties als zur VerduBerung
hestimmt klassifiziert. Dies gilt ebenfalls flir einzeine Gebéude, die
auf Grund einer Uberwiegend bankbetrieblichen Nutzung im Sach-
anlagevermbgen enthalten waren.

Folgende zum 31. Dezember 2006 noch als zur Verdusserung
gehaltene langfristige Vermdgenswerte oder zur Verdusserung
gehaltene Verdusserungsgruppen sind wegen der im ersten
Quartal 2007 erfolgten Verkaufe per 31. Médrz 2007 nicht mehr
in dieser Position enthalten:

— HVB Payments & Services (PAS)
Im Juni 2006 haben die Postbank und die HypoVereinshank einen
Vorvertrag iiber eine kiinftige Zusammenarbeit im Zahlungsverkehr
geschlossen. Mit Wirkung zum 1. Januar 2007 haben wir die
Zahlungsverkehrstochter PAS an die Postbank verkauft. Im Rahmen
dieses Verkaufs hat die Postbank auch die Abwicklung des Zah-
lungsverkehrs flr die HVB dbernommen.

— Der vom Vorstand der HVB AG am 13. Dezember 2006 angekin-
digte Verkauf eines unter Finanzanlagen ausgewigsenen nicht stra-
tegischen Immabilienportfolios an Varde Partners, Inc., wurde im
ersten Quartal 2007 vollzogen.

— Norddeutsche Investment-Gesellschaft mbH (Nordinvest), Hamburg
Nachdem sich die HYB AG und die Pioneer Global Asset Manage-
ment S.p.A. (PGAM) iiber den Verkauf an die PGAM am 31. Januar
2007 geeinigt haben, wurde die Nordinvest im ersten Quartal 2007
an die PGAM iibertragen. Ziel ist es, dig Nordinvest in die Pioneer
Investment-Gruppe zu integrieren.

— Der von der HYB AG am 7. November 2006 bekanntgegebene
Verkauf der Indexchange Investment AG an die Barclays Bank PLC
wurde im ersten Quaral 2007 vollzogen. Der Verkaufspreis betrug
240 Mio €,
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Angaben zur Bilanz Fortsetzung

Die Hauptgruppen der chen beschriebenen Vermdgenswerte gliedern
sich wie folgt auf:

22 Riickstellungen

132007 shizzo06  MMio€ 31.3.2007  31.12.2006
Aktiva in Mio € in Mio € Riickstellungen fiir Pensionen und &hnliche
Barreserve — —  Verpflichtungen 167 190
Handelsaktiva — — Riickstellungen im Kreditgeschaft 253 249
Forderungen an Kreditinstitute 4 3 Restrukiurierungsriickste/lungen 226 243
Forderungen an Kunden 45 614  Sonstige Rickstellungen 1018 1001
Wertberichtungen auf Forderungen — —  Insgesamt 1664 1683
Finanzanlagen 6 343
Sachanlagen 2 22 23 Nachrangkapital
immaterielle Vermdgenswerte 15 4
Eriragsteveranspriche 7 5 inMiog 31.3.2007  31.12.2006
Sonstige Aktiva 8 13 Nachrangige Verbindlichkeiten 8037 8514
Summe der Aktiva 83 1004  Genussrechtskapital 618 619

Hybride Kapitalinstrumente 2956 3009

19 Verbindlichkeiten gegeniiber Kreditinstituten nach Fristen Insgesamt 11611 12142

n Mio € 3132007 31.12.2008 24 Verbindlichkeiten aufgegebener Geschifishereiche
Téglich féllig 16329 20420  Die Verbindlichkeiten der aufgegebenen Geschiftshereiche gliedem
Befristet 56732 gs252  Sich wie folgt auf;
Insgesamt 72061 85672
in Mio € 31.3.2007  31.12.2006
20 Verbindlichkeiten gegeniiber Kunden nach Fristen Ve[bfndlfmke?ten gegem?ber Krediinstituten 2 50493
Verbindlichkeiten gegeniiber Kunden 118 59641

in Mio € 31.3.2007  31.12.2006 Verbriefte Verbindlichkeiten — 21898
Spareinlagen und Einlagen aus dem H.e.mdelsoassiva -z 5257
Bauspargeschaft 15708 157ga  Huckstellingen : — 4521
Andere Verbindlichkeiten 83786 7634z Ladsteuenerpflihiungen — 659

Taglich fallig 18375 4gita  onstige Pasi 197 3597

Belristet 35411 36203  oachrangkaptel — 5634
Insgesamt 99494 92136 Summe der Verbindlichkeiten 317 151678
21 Verbriefte Verbindlichkeiten nach Fristen
in Mio € 31.3.2007  31.12.2006
Befristet mit Restlaufzeit

bis 3 Monate 11818 12134

iiber 3 Monate bis 1 Jahr 12683 11613

(iber 1 Jahr big 5 Jahre 33558 32475

(iber 5 Jahre 17512 20716
Insgesamt 75571 76938
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25 Verbindlichkeiten von zur VerduBerung gehaltenen
VerduBerungsgruppen

Die Verbindlichkeiten der zur VeruBerung gehaltenen VerduBerungs-
gruppen gliedern sich wie folgt auf:

in Mio € 31.3.2007 31122006
Verbindlichkeiten gegenliber Kreditinstituten 8 8
Verbindlichkeiten gegeniiber Kunden 938 1176
Handelspassiva — —
Riickstellungen 16 37
Ertragsteuerverpflichtungen 2 1
Sonstige Passiva 12 20
Summe der Verbindlichkeiten 976 1242

26 Eigene Aktien

Der Erwerb eigener Aktien erfolgte im Berichtszeitraum auf Grund-
tage der durch den Hauptversammlungsbeschluss der HVB AG vom
23. Mai 2006 erteilten Ermachtigung geman § 71 Abs. 1 Nr. 7 AkIG.

Im Rahmen des Wertpapierhandelsgeschafts haben die HVB AG und
von ihr abhangige oder in ihrem Mehrheitsbesitz stehende Unterneh-
men zum Zwecke des Wertpapierhandels geméaB § 71 Abs. 1Nr. 7
AktG 658218 Aktien der HVB AG zu den jeweiligen Tageskursen
erworben und 682478 Aktien der HVB AG zu den Jeweilligen Tages-
kursen verduBert.

Die eigenen Aktien wurden zu einem durchschnittlichen Ankaufspreis
von 36,95 € fe Stiick erworben und zu einem durchschnittlichen Ver-
kaufspreis von 36,77 € je Stiick wieder verduBert. Die im Berichts-
zeitraum gekauften Stilcke entsprechen einem Betrag von 2 Mio €
bzw. 0,1% des Grundkapitals.

Der hiichste Tagesbestand an eigenen Aktien belief sich wahrend des
Berichtszeitraums auf 23858 Stiick Aktien, das entspricht einem
Betrag von 0,07 Mic € bzw. 0,003% des Grundkapitals.

Am 31, Marz 2007 waren uns und von uns abhéingigen oder in unse-
rem Mehrheitshesitz stehenden Unternehmen gemaB § 71e Abs. 1
Satz 2 AkIG insgesamt 70 725 Stiick eigene Aktien als Sicherheit ver-
pféndet. Dies entspricht einem Betrag von 0,2 Mio € bzw. einem
Anteil von 0,01% des Grundkapitals.
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Sonstige Angaben

27 Eventualverbindlichkeiten und andere Verpflichtungen

Termingeschéfte (Derivative Geschéfte)
Im Fotgenden sind die am Stichtag noch nicht abgewickelten derivati-

in Mio € 3132007 3122006 oy Geschifte dargestellt, die neben den zins- und fremdwahrungs-,
Eventualverbindlichkeiten 25974 24977  aktien-findexbezogenen sowie sonstigen Termingeschéften auch die
darunter: aus Biirgschaften und Kreditderivate beinhalten. Neben den Kontrahentenrisiken unterliegen
Gewihrleistungsvertragen 25974 24977  die Derivate vor allem Marktpreisrisiken aus Verdnderungen von Zins-
Andere Verpflichtungen 69177 58208  sédtzen, Devisen- oder Aktienkursen.
darunter: unwiderrufliche Kreditzusagen 46891 45243
Insgesamt HVB Group neu 95151 83275  Ohne Beriicksichtigung risikoreduzierender Effekte ergab sich zum
Aufgegebene Geschéftsberaiche und zur 31. Mérz 2007 eln maximales Kontrahentenrisiko {ohne Add-0n)
YerduBerung gehaltene Vermagensgruppe 0 23g22  in Hohe von 35,6 Mrd € (HVB Group gesamt zum 31. Dezember 2006:
HVB Group gesamt 95151 106807 14,5 Mrd €). Entsprechend dem bankautsichtsrechtlichen Grundsatz |
— unter Beriicksichtigung von bestehenden Netting-Vereinbarungen
sowie erhattenen Sicherheiten - errechnen sich daraus Kreditaquiva-
lente (Kontrahentenrisiko inkl. Add-0n) in Hihe von 19,2 Mrd €
(HVB Group gesamt zum 31, Dezember 2006; 20,1 Mrd €); nach
Bonitatsgewichtung verbleiben 5,4 Mrd € {HVB Group gesamt zum
31. Dezember 2006: 5,9 Mrd €).
in Mio € Nominalvelumen Positive Marktwerte Negalive Markwerte
31.3.2007 31.12.2006 31.3.2007 31.12.2006 31.3.2007 31.12.2006
Zinshezogene Geschéfte 1585469 1467841 17963 19062 19662 205602
Wahrungsbezogene Geschifte 287276 259269 3364 3872 3252 3679
Aktien-findexbezogene Geschéfte 233622 205253 11084 10396 12329 10602
Kreditderivate 277093 252068 2866 2748 3746 3231
Sonstige Geschéfte 3299 307 325 295 184 291
Insgesamt HVB Neu 2386759 21874502 35602 36373 38173 38305
Aufgegebene Geswchaitsbereiche und zur
VerauBerung gehaltene langfristige
Vermigenswerie oder VerduBerungsgruppen 525440 — 5139 — 5474
HVB Group gesamt 2386759 2712942 35602 41512 39173 43779
28 WMarktrisikopotenzial der Handelsaktivitdten Value-at-Risk!
Marktpreisrisiken entstehen durch Preisinderungen van Zins-,
Devisen- und Aktien- bzw, Indexprodukten einschlieBlich der dazu- in Mio € 31.3.2007  31.12.2006
ger]i}ri'gen Derivate. E?as Marktrisik.opotenzias unserer Handels- . Zinshezogene Geschafte (inkl, Credit-Spread-Risiken) 8 12
aktivititen messen wir auf der Basis des so genannten »Value-at-Risk« : -
(zur Berechnungsmethode: vgl. HVB Group Geschéftsbericht 2006, Wahrungs’bezogene Gesmaﬂe., 3
Selte 89 ). Af(nen.-.flnd.exhezogene Geschifte 4
Diversitikationseffekt -8 -6
Insgesamt 11 13
1 Auf Grurd des Diversitikationseffektes zwischen den Risikekategorien
ist das Gesamtrisike geringer als die Summe der Einzelrisiken.
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Quartalsubersicht

HVB Group (gemaB IFRS 5)

1. QUARTAL 4, QUARTAL 3. QUARTAL 2. QUARTAL 1. QUARTAL
Erfolgszahlen (in Mig €} 2007 2006 2006 2008 2008
Zinsiiberschuss 1141 893 803 851 852
Provisionsiiberschuss 487 397 an 447 538
Handelsergebnis 350 95 191 185 297
Saldo sonstige Aufwendungen/Ertrage 27 - 7 - 4 16 27
OPERATIVE ERTRAGE 2005 1378 1361 1499 1714
Verwaltungsaufwand —-955 - 5806 -919 - 906 —964
OPERATIVES ERGEBNIS 1050 472 442 593 750
Zutiihrungen zu Riickstellungen - 8B -9 - 27 - 25 - 21
Abschreibungen auf Geschiifts- cder Firmenwerte 0 0 0 0 0
Aufwendungen fir Restrukturierungen 0 - N - 16 - 3 0
Kreditrisikovorsorge -209 -295 —226 -202 -210
Finanzanlageergebnis 270 - 18 551 49 89
Andere nicht operative Aufwendungen 0 —153 0 0 0
ERGEBNIS VOR STEUERN 1105 -126 724 412 608
Ertragsteuern -291 500 - 60 -123 -182
ERGEBNIS NACH STEUERN 814 374 664 289 416
Fremdanteile am Ergebnis -2 - 38 - 14 - 27 - 24
GEWINN/VERLUST DER HVB GROUP NEU 793 336 650 262 392
Ergebnis nach Steuern aus den aufgegebenen Geschftsbereichen 3689 1695 297 1083 382
Fremdanteile am Ergebnis der aufgegehenen Geschaftshargiche 0 —159 -105 —290 -123
GEWINN/AERLUST DER HVB GROUP GESAMT 4482 1872 842 1055 651
Ergebnis je Aktie! in € HYB Group neu 0,70 0,45 0,18 0,35 0,52

1 1. Quartal 2007 bereingt um den Effekt aus der Verzinsung des Kaufpreises beziiglich der VerduBerung aufgegebener Geschiftsbereiche
sowie um den VerduBerungsgewinn Indexchange; unbereinigt betrdgt das Ergebnis je Aktie 1,06 €,

4. Quartal 2006 bereinigt um Aufwendungen filr Restrukiurierungen, Soncerefiekt Kreditrisikovorsorge, VerduSerungsgewinn Minchener Riick,

Bewertungsautwendungen flir den angekiindigten Verkauf eines nicht strategischen Immabilienportfolios sowie andere

nicht operative Autwendungen; unbereinigt betrdgt das Ergebnis je Aktie 0,44 €.

3. Quartal 2006 bereinigt um Aufwendungen fiir Restrukturierungen und den VerauBerungsgewinn Activest Gesellschaften, unbereinigt betrigt
das Ergebnis je Aktie 0,87 €.

2. Quartal 2006 bereinigt um Autwendungen fir Restrukturierungen; unbereinigt betrdgt das Ergebnis je Aktie 0,32 €.
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HVB Group

31.3.2007 31.12.2006 30.9.2006 30.6.2006 31.3.2006
Kennzahlen in %
Eigenkapitalrentabilitat nach Steuern, bereinig? 20,8 10,5 9,7 121 14,3
Eigenkapitalrentabilitit nach Steuern 316 153 16,1 12,0 14,3
Cost-Income-Ratio {gemessen an den operativen Ertrdgen; 47,6 62,1 61,0 hg,2 56,2
Bilanzzahlen in Mrd €
Bilanzsumme 3629 508,0 495,1 486,8 498,2
Bilanzielles Eigenkapital 226 20,0 18,5 16,6 16,3
Bankaufsichtsrechtliche Kennzahlen nach KWG
Kernkapital in Mrd € 21,33 18,3 17,1 169 174
Risikoaktiva in Mrd € 139,4 219,3 236,0 2335 2317
Kernkapitakjuote in % 15,3 84 7.3 72 7.4
Aktie
Borsenkurs in € 398,78 33,03 34,50 28.28 27,24
Bérsenkapitalisierung in Mrd € 29,9 24,8 259 21,2 20,4
Mitarbeiter 24861 50659 60881 62716 62696
Geschiftsstelien 788 1877 2378 2489 2461

1 chne aufgegebene Geschiftsbereiche.

2 2007 bereinigt um den Efekt aus der Verzinsung des Kaufpreises bezdglich der Verd

sowie um den VerduBerungsgewinn Indexchange.

bener Gi

31. Dezember 2006 bereinigl um Aufwendungen fiir Restrukiurierungen, Sondereflekt Kreditrisikovorsorge, VerduBerungsgewinne
Activest Gesellschaften und Minchener Riick, Bewertungsautwendungen fir den angekiindigten Verkaul gines nicht sirategischen

Immobilienportiolios sowie andere nicht operative Aufwendungen.

30. September 2006 bereingt um Aufwendungen fir Restrukturierungen und VeriuBerungsgewinne Activest Gesellschaften.

30. Juni 2006 bereinigt um Aufwendungen fiir Restruktwrierungen.

3 Kernkapital ung Kernkapitalquote 31. Mérz 2007 inklusive Figenkapitalzufiuss aus der VerduBerung aufgegebener Geschitsbersiche.
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Finanzkalender

TERMINE 2007

Verdffentlichung des Jahresabschlusses 2006

22, Mérz 2007

Hauptversammiung

26. (27) Juni 2007"

ICM Internationales Congress Center Miinchen

Neue Messe Miinchen Riem, 81823 Miinchen

Zwischenbericht zum 31. Mérz 2007

Erscheinungstermin; 10, Mal 2007

Zwischenbericht zum 30. Juni 2007

Erscheinungstermin: 3. August 2007

Zwischenbericht zum 30. September 2007

Erscheinungstermin: 13. November 2007

1 Die Hauptversammlung wird fir den 26.Juni 2007 und fiir den Fall, dass sie an diesem
Tag nicht abgeschlossen werden kann, vorsorglich auch fiir den 27. Juni 2007 einberufen.

Ansprechpartner

Wenn Sie Fragen zum Geschéftsbericht oder zu unseren
Zwischenberichten haben, wenden Sig sich bitte an
unsere Abteilung Investor Relations:

Telefon 089 378-26276

Telefax 089 378-24083

E-mail; ir@hvb.com

Wichtige Unternehmensnachrichten konnen

Sie unmittelbar nach Verdffentlichung unter
www.hvb.com abrufen,

Sle kbnnen sich hier ebenfalls fir unseren
E-mail-Abc-Service reglstrieren.

Internet

Sie kbnnen unsere Geschéfts- und Zwischenberichte
(Konzern) auf unserer Website abrufen:
www.hvb.com/geschaeftsbericht und
www.hvb.com/zwischenbericht

Veriffentlichungen

fiir unsere Aktionére
Geschéftsbericht (deutsch/englisch}
Kurzfassung und Langfassung
Zwischenberichte (deutsch/englisch)
zum 1, 2. und 3, Quartal
Nachhaitigkeltsbericht

Sie kinaen PDFs aller Berichte im Internet abrufen
unter
www.hvb.com/geschaefisbericht oder
/zwischenbericht oder
/nachhaltigkeltsbericht

Bestellungen

Wenn Sie weitere Exemplare des Geschéftsberichts
cder eine der hier angegebenen Publikationen beziehen
michten, wenden Sie sich bitte an:

HVB Group

Service Berichtswesen

Telefon D89 89506075

Telefax D89 89506030

40 HypoVereinsbank - Zwischenbericht 31.3.2007
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THLY CIKRCULAR IS IMPURILIANT AND KREQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this Circular or as to any action to be taken, you should
consult appropriate independent advisers.

If you have sold or transferred all your shares in China Shipping Container Lines Company
Limited. you should at ence hand this Circular 10 the purchaser or transferee or to the bank.
stockbroker or other agent through whom the sale or transfer was effected for transmission to the

purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this Circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the

contents of this Circular.

ES

TEERBFEBRDAER A F
China Shipping Container Lines Company Limited "

(A joint stock limited company incorporated in the People's Republic of China with limited liability)

(Stock code: 2866)

Ltqf

MAJOR TRANSACTION i -
ACQUISITION OF VESSELS ' -

*  The Company is registered as an oversea company under Part X1 of the Companies Ordinance (Chaprer 32 of
the Laws of Hong Kong) under its Chinese name and the English name “China Shipping Container Lines

Company Limited”.

30 August 2007
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DEFINETIONS

In this Circular, unless the context otherwise requires, the following terms shall have the

Jollowing meanings:

"Acquisition”

“Agreement(s)”

“assoctate”
“Board”

*China Shipping”

“Company”

“connected person(s)

“Defect(s)”

“Director(s)”

-&Group”

“Guarantee Period”

(3]

the acquisition of the Vessels by the Company from the
Vendor pursuant to the Agreements.

eight (8) ship building contracts entered into after the
trading hours of the Stock Exchange on 8 August 2007
between the Company and the Vendor, pursvant to each of
which the Vendor has agreed to design, build. launch, equip,
complete and sell, and the Company has agreed to purchase,
a Vessel.

has the meaning ascribed thereto under the Listing Rules.
the board of Directors.,

China Shipping (Group) Company (' B i# 5 ( 4 | &4 7)),
a PRC state-owned enterprise, which is the controlling
Shareholder. having an approximately 59.87% shareholding
interest,

China Shipping Container Lines Company Limited
(P MM RBAMAF), a joint stock limited
company established in the PRC, of which 2,420,000,000 H
shares are listed on the Stock Exchange.

has the meaning ascribed to such term under the Listing
Rules.

all defects, omissions, shortages and non-conformity,
defective or unsuitable materials or equipment, faulty design
and/or performance or poor workmanship.

the director(s) of the Company.
the Company and its subsidiaries.

a period of twelve (12) calendar months as from the date the
Vessel is delivered to and accepted by the Company, subject
to extension for a certain period where the Vessel is not
capable of performing services for a certain period or where
the Vessel is accepted with reservations.
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“H K$u

“Heong Kong”

“Latest Practicable Date”

“Letter of Refundment
Guarantee”

“Listing Rules”

“Model Code”

L}

“percentage ratios’

-‘pRCn

“Rights”

“RMB"

GLSFO!!

“Shareholder(s)”
“Stock Exchange”

“subsidiaries”

Hong Kong dollars, the lawful currency of Hong Kong
Special Administrative Region of the PRC.

Hong Kong Special Administrative Region of the PRC.

29 August 2007, being the latest practicable date prior to the
printing of this Circular for ascertaining certain information
in this Circular.

an irrevocable letter of refundment guarantee issued by
certain bank(s) in favour of the Company covering the
amount of all of the first, second, third and fourth
instaliment payments by the Company under each
Agreement.

the Rules Gaverning the Listing of Securtties on the Stock
Exchange.

the Model Code for Securities Transactions by Directors of
Listed lssuers, as set out in Appendix 10 to the Listing

Rules.

has the meaning ascribed to such term under the Listing
Rules.

People’s Republic of China.

the H share share appreciation rights granted under the H
Share Share Appreciation Rights Scheme adopted by the
Company on 12 October 2005.

Renminbi, the lawful currency of the PRC.

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) as amended and supplemented from
time [0 time,

the shareholder(s) of the Company.

The Stock Exchange of Hong Kong Limited.

has the meaning ascribed to such term under the Listing
Rules
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“Supervisor(s)”

“TEU"

“Us$”

n’.vendor”

“Vessel(s)”

the supervisor(s) of the Company.

twenty-fool equivalent units, a standard unit of measurement
of the volume of a container with a length of 20 feet, height
of 8 feet and 6 inches and width of 8 feet.

United States Dollars, the lawful currency of the United
States of America.

Samsung Heavy Industries Co., Lid., a corporation
incorporated and existing under the laws of the Republic of
Korea.

eight (8) ocean going single screw diesel engine driven fully
cellular container vessels, each with a capacity of 13,296
TEU, to be acquired by the Company from the Vendor under
the Agreements.

The exchange rate adopted in this Circular for illustration purposes only is US$1.00 =
HK$7.82 and HK$1.00 = RMB1.04,
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China Shipping Container Lines Company Limited”

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

(Stock code: 2866)

Executive Directors: Legal address and principal place
Mr. Li Shaode of business in the PRC:
Mr. Zhang Guofa 27th Floor
Mr. Huang Xizowen 450 Fu Shan Road
Mr. Zhao Hongzhou Pudong New District
Shanghai
Non-execurive Direcrors: the PRC
Mr. Ma Zehua
Mr. Zhang Jianhua Principal place of business
Mr. Wang Daxiong in Hong Kong:
Mr. Yao Zuozhi Level 69
Mr. Xu Hui The Center
99 Queen’s Road Central
Independent non-executive Directors: Hong Kong

Mr. Hu Hanxiang

Mr. Jim Poon (also known as Pan Zhanyuvan)
Mr. Wang Zongxi

Mr. Shen Kangchen

30 August 2007
To the Shareholders

Dear Sir or Madam,

MAJOR TRANSACTION
ACQUISITION OF VESSELS

| INTRODUCTION

Reference is made to the announcement of the Company dated 8 August 2007 in relation
to the Agreements.

The Acquisition constitutes a major transaction of the Company under Rule 14.06(3) of
the Listing Rules. The main purpose of this Circular is to provide you with, among other things,
further information on the Acquisition.

*  The Company is registered as an oversea company under Part XI of the Companies Ordinance (Chapter 32 of
the Laws of Hong Kong) under its Chinese name and the English name “China Shipping Comtainer Lines
Company Limited”.

-4 -



LETTER FROM ThHE BOARD

I THE AGREEMENTS

1. Time

After the trading hours of the Stock Exchange on 8 August 2007.

2. Parties
Purchaser: The Company
Vendor: Samsung Heavy Industries Co., Lid.

3. General Nature of the Agreements

Pursnant to the Agreements, the Vendor has agreed to design, build, launch, equip,
complete and sell, and the Company has agreed to purchase, the Vessels.

4. Consideration and Payment Terms

The aggregate consideration payable for the Acquisition under the Agreements is
US$1.359,840,000 (equivalent to approximately HK$10,633.948,800). The said consideration
was determined based on market prices as negotiated with the Vendor. The said consideration
will be funded from bank financing. internal resources and/or capital raising exercises.

The consideration for each Vessel will be payable in US$ by the Company to the Vendor
in five (5) equal installments of US$33,996,000 (equivalent to approximately
HK$265.848,720) in accordance with the following milestones as stated in each Agreement;

(a) First installment: To be remitted by telegraphic transfer within three (3} banking
days after the Company’s receipt from the Vendor of the respective Letter of
Refundment Guarantee or before 20 August 2007, whichever comes later;

(b) Second installment: To be remitted by telegraphic transfer within five (5) banking
days upon six (6) months after signing of the Agreement;

(¢) Third installment: To be remitted by telegraphic transfer within five (5) banking
days upon steel cutting of the Vessel;

(d) Fourth installment: To be remitted by telegraphic transfer within five (5) banking
days upon keel laying of the Vessel; and

(e) Delivery installment: To be remitted by telegraphic transfer on delivery of the
Vessel,

-5
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The consideration for each Vessel is subject to adjustments in the event: (i) of any delay
in delivery; (1) the actual speed is less than the guaranteed speed of the Vessel by a certain
percentage; (iit) the actual fuel consumption exceeds the guaranteed fuel consumption of the
Vessel by a certain percentage: (iv) the actual deadweight is less than the guaranteed
deadweight of the Vessel by a certain figure; and/or (v) the actual container capacity is less
than the guaranteed container capacity of the Vessel by a certain figure.

5. Delivery Time

The respective delivery date for each Vessel is on or before 31 December 2010, 30 April
2011, 31 July 2011. 30 September 2011, 30 November 2011, 31 December 2011, 31 March
2012 and 31 May 2012,

6. Guarantee/Security in Relation to the Acquisition

Under each Apgreement, the Vendor guarantees the principal dimensions and
characteristics (including speed, fuel consumption, deadweight and container capacity) of the
relevant Vessel.

Under each Agreement, the Vendor guarantees the relevant Vessel from Defect(s},
provided that: (a} such Defect(s) arise within the Guarantee Period; and (b) such Defect(s) are
not the result of an accident, ordinary wear and tear, misuse, negligence or wilful neglect or
omissions by the Company, its employees or agents. In the event that the normal guarantee
period stipulated by manufacturers or suppliers of various components of machinery etc. in
each Vessel exceeds the Guarantee Period, the benefits of such extended guarantee rights shall
be made available to the Company by the Vendor without any additional cost to the Company.
The Vendor shall also arrange for the paint manufacturer to guarantee defects in paint and/or
application on under water parts of each Vessel for additional twelve (12) calendar months
commencing from the end of the Guaraniee Period.

Under each Agreement, as security for refund of installments paid by the Company
including interest prior to delivery of the Vessels, the Vendor will furnish the Company with
a Letter of Refundment Guarantee.

Under each Agreement, in the event of an assignment of the said Agreement by the
Company, the Company shall guarantee the due and faithful performance by the assignee(s) of
all of its or their labilities and responsibilities under the said Agreement.

HI GENERAL INFORMATION ON THE GROUP AND THE VENDOR

The Group is principally engaged in the operation and management of international and
domestic container marine transportation.

The Vendor is principally engaged in the design, building, taunch, equipping and sales of
ships.

-6 -



LETTER FROM THE BOARD

IV REASONS FOR AND BENEFITS OF THE ACQUISITION

The purchase of the Vessels. cach with an extremely large capacity, will significantly
improve the economies of scale enjoyed by the Group, satisfy the development plan and
operational needs of the Group, improve the Group’s economic benefits and strengthen the
Group’s market competitiveness. Expeditiously building extremely large vessels will allow us
to take the initiative in seeking cooperation with leading liner service providers, with which we
will expect to have an authoritative voice over service pricing in the international liner market.

The Board (including the independent non-executive Directors) believes that the terms of
the Agreements are fair and reasonable, on normal commercial terms and in the interest of the
Shareholders and the Company as a whole.

V  EFFECT OF THE ACQUISITION ON EARNINGS AND ASSETS AND
LIABILITIES

It is a general trend in the development of container shipping industry to introduce larger
vessels, and those who have overwhelming fleet scale will earn themselves a head start in the
keen market competition. With the market growing currently at a high speed, the Group must
consider expanding its fleet size promptly to increase its transportation capacity so as to
maintain its market share. Currently, the trend of seeking larger vessels has been quite clear,
and has become the most noteworthy feature in the international container shipping market. In
recent years, shipping companies have endeavored to cut down operational costs in order to
create greater profits and secure a favorable position in the competition, and introducing
highly-efficient large vessels has been an approach which is being widely adopted.

In recent years. benefiting from the favourable factors in respect of China, the Group’s
routes from Far-East to Europe and Mediterranean Sea have been running very well. In
particular, in the first half of 2007, after the Group dispatched the 8,500TEU series vessels to
the Far-East to Europe and Mediterranean Sea routes, the cost per container of the Group has
decreased significantly compared to the same period, and profitability level has significantly
increased. Such a move has made a noteworthy contribution to the achievement of satisfactory
operating results and the economies of scale of large vessels has taken effect.

The Directors expect the Company’s earnings to increase as a result of the Acquisition.
However, any precise increase in or effect on the Company’s earnings is presently
unascertainable as the Vessesls are yet to be built. In addition, the Acquisition is expected to
increase the Company’s assets by approximately US$1,359,840,000 (equivalent to
approximately HK$10,633,948,800) and is also expected to cause the Company to incur a large
capital expenditure, which will significantly increase our liabilities if we fail to secure
financing from multiple channels. The Directors determined that the consideration for the
Acquisition will be financed approximately 50% by bank financing and the remaining
approximate 50% either by internal resources or by capital raising exercises or a combination
of both.
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VI IMPLICATIONS UNDER THE LISTING RULES

As the applicable percentage ratios exceed 25% but are less than 100%, the Acquisition
constitutes a major transaction of the Company vnder Rule 14.06(3) of the Listing Rules and
is therefore subject to Shareholders’ approval. Pursuant to Rule 14.44 of the Listing Rules,
Shareholders’ approval for the Acquisition may be obtained by written Shareholders’ approval
in lieu of holding a general meeting if: (a} no Shareholder is required to abstain from voting
if the Company were to convene a general meeting for the approval of the Acquisition; and (b)
written Shareholders™ approval has been obtained from a Shareholder or a closely allied group
of Sharehelders who together hold more than 50% in nominal value of the securities giving the

right to attend and vote at that general meeting to approve the Acquisition.

The Board confirms that, to the best of its knowledge, information and belief after having
made all reasonable enquiries, the Vendor and its ultimate bereficial owner(s) are third parties
independent of the Company and connected persons of the Company. Therefore, no
Shareholder is required to abstain from voting if the Company were to convene a general
meeting for the approval of the Acquisition. As at the date of this Circular, China Shipping. the
controlling Shareholder, controls or is entitled to exercise control over the voting rights in
respect of 3,610,000,000 domestic shares of the Company representing approximately 59.87%
of the entire issued share capital of the Company. China Shipping has given its written approval
for the Acquisition. Accordingly, no general meeting for Shareholders’ approval of the
Acquisition will be held.

VII ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this

Circular.

By Order of the Board
China Shipping Container Lines Company Limited
Li Shaode
Chairman



APPENDIAX 1

FINANUIAL INFOKMATION ON THE GROUFP

I SUMMARY OF FINANCIAL INFORMATION

The following is a summary of the audited financial information of the Group for the
three financial years ended 31 December 2004, 2005 and 2006 as extracted from the relevant

annual reports of the Company.

CONSOLIDATED RESULTS
For the vear ended 31 December,

2006
RMB 000
Turnover 30.502,378
Operating profit 1.670,031
Profit after taxation 864,714
Basic earnings per share RMBO.14
Gross profit margin 6.90%
Profit before income tax margin 3.70%
Gearing ratio 46.00%
CONSOLIDATED ASSETS AND LIABILITIES
As at 31 December,
2006
RMB’ 000
Total assets 30,744,056
Non-current assets 23,604,392
Current assets 7,139,664
Total liabilities 14,167,851
Current liabilities 4,593,201
Net current assets 2.546,463

2005
RMB'000

28,374,680
4,730,576
3.585,095
RMB0.59

17.80%
15.20%
30.40%

2005
RMB 000

29,005,328
20,845,376
8,159,952
12,376,004
4,226,798
3,933,154

2004
RMB 000

22,363,851
5,201,223
4,020,391
RMBO0.80

24.50%
21.00%
11.10%

2004
RMB’000

25,034,860
15,250,759
9,784,101
10,689.672
4,352,958
5,431,143
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I AUDITED CONSOLIDATED FINANCIAL STATEMENTS FOR THE
FINANCIAL YEAR ENDED 31 DECEMBER 2006

The following ts the audited consolidated financial statements of the Group for the year
ended 31 December 2006. together with the relevant notes, as extracted from the annual report
of the Company for the financial year ended 31 December 2006,

CONSOLIDATED PROFIT AND LOSS ACCOUNT
For the vear ended 31 December, 2006

Year ended 31 December

2006 2005
Note RMB 000 RMB'000
Turnover 5 30,502,378 28,374,680
Operating costs 6,8 (28,391.606) (23,331,132)
Gross profit 2,110,772 5,043,548
Other operating income 7 133,171 238,262
Administrative and general expenses 8 (573,912) (551.234)
Operating profit 1,670.031 4,730,576
Finance costs ) (533,999) 427,273
Share of profit of an associated company 20 6,529 5,960
Profit before income tax 1,142,561 4,309.263
Income tax expense 12 (277.,847) (724.168)
Profit for the year 864,714 3,585,095
Atiributable to:
Equity holders of the Company 13 859,210 3,582,782
Minority interests 5,504 2,313
864,714 3,585.095
Dividends i5 241,200 723,600
Basic earnings per share for profit attributable
to the equity holders of the Company
(expressed in RMB per share) 14 RMBO.14 RMBO0.59

- 10 -
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FINANCIAL INFORMATION ON 1THE GROUP

CONSOLIDATED BALANCE SHEET
As at 31 December, 2000

ASSETS

Non-current assets

Fixed assets

Land use rights

Goodwill

Investment in an associated company
Investment in a jointly controlled entity

Current assets

Bunkers

Trade and notes receivables
Prepayments and other receivables
Cash and cash equivalents

Total assets

EQUITY

Capital and reserves attributable to the
Company’s equity holders

Share capital

Other reserves

Retained earnings
- Proposed final dividend
— Others

Minority interests
Total equity

LIABILITIES
Non-current liabilities
Long-term bank loans
Finance lease obligations
Deferred tax liabilities

-11 =

Note

16
17
18
20
21

22

23

24
23

26
27
28

As at 31 December

2006 2005
RMB’000 RMB’000
23,463,851 20.770,813
13,356 13.686
46,427 13,281
48,758 47.596
32,000 -
23.604,392 20,845,376
635,735 553,080
3,490,403 4,054,345
97,984 129.154
2,915,542 3.423,373
7,139,664 8,159,952
30,744.056 29,005,328
6,030,000 6,030,000
5,998,515 6,128,838
241,200 723,600
4,263,526 3,709.426
16,533,241 16,591,864
42,964 37,460
16,576,205 16,629,324
5,538,152 5,107,112
3,199,249 2,404,974
837,249 637,120
9,574,650 8,149,206
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Current liabilities

Trade and notes payables

Accrual and other payables

Short-term bank loans

Long-term bank loans — current portion
Finance lease obligations — current portion
Income tax payable

Total liahilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

-2 =

Note

29

26
26
27

As at 31 December

2006 2005

RMB 000 RMB 000
2,205,055 2,759,412
515,189 305,702
400,000 -
707,608 501,053
695,724 458,681
69,625 201,950
4,593,201 4,226.798
14,167.851 12,376,004
30,744,056 29.005,328
2,546,463 3,933,154
26,150,855 24,778.530




APPENDIX 1

FINANCIAL INFORMATION ON THE GROUP

BALANCE SHEET
As at 31 December, 2006

ASSETS

Non-current assets

Fixed assets

Land use rights

Investment in subsidiaries

Investment in an associated company
Investment in a joint controlled entity
Deferred tax assets

Current assets

Bunkers

Trade and notes receivables
Prepayments and other receivables
Amounts due from subsidiaries
Dividend receivable from a subsidiary
Cash and cash equivalents

Total assets

EQUITY

Capital and reserves attributable to the
Company’s equity holders

Share capital

Other reserves

Retained earnings
— Proposed final dividend
— Others

Total equity

LIABILITIES
Non-current liabilities
Long-term bank loans
Finance lease obligations
Deferred tax liabilities
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Note

16
17
19
20
21
28

23

24
25

26
27
28

As at 31 December

2006 2005

RMB 000 RMB 000
14,971.491 14,650,020
13,356 13,686
1,328,477 1,473,186
29.214 29,214
32,000 -

- 40,836
16,374,538 16,206,942
65,660 101.416
1,178,261 1,027,705
104,411 25.564

- 732,305

300,000 1,220.000
925,058 1,027,342
2,573,390 4,134,332
18,947,928 20,341,274
6,030,000 6,030,000
6,170,275 6,110,298
241,200 723,600
24,806 16,267
12,466.281 12,880,165
3,408,940 3.616,800
- 990,688

48,497 -
3,457,437 4,607.488
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Current liabilities

Trade and notes payables

Accrual and other payables

Amounts due to subsidiaries

Short-term bank loans

Long-term bank loans — current portion
Finance lease obligations — current portion
Income tax payable

Total liabilities

Total equity and liabilities

Net current (liabilities)/assets

Total assets less current liabilities

Note

29

26
26
27

As at 31 December

2006 2005
RMB 000 RMB 000
1,198,203 1,800,403

258,894 187,239
635,085 -
400,000 -
475.000 380,000
- 292,838

57,028 193,141
3.024,210 2,853,621

6,481,647 7,461,109

18,947.928 20,341,274
(450,820)  1.280,711

15,923,718  17.487,653
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the Year ended 31 December, 2006

Note

Balance at
I January. 2005

Capital injection by minerity
shareholders in a subsidiary

Currency translation
differences

Proefit for the year
Profit appropriation

Dividend relating 1o 2004

Balance at
31 December, 2005
and | January, 2006

Currency translation
differences

Profit for the year
Profit appropriation

Dividend relating 10 2005 15

Balance at
31 December, 2006

Attributable to equity holders

of the Company

Share Other  Retained Minority Total
capital reserves earnings Total interests equity
RMB GO0  RMB'000 RMB'000 RME'000 RMB'000  RMB'00Q
6.030,000 5,613,174 2,669,665 14,312.839 32,349 14,345,188
- - - - 5.614 5,614

- 197.757) - (97,73T) - (97,757)

- - 3,582,782 3,582.7782 2,313 3,585,095

- 613,421 (613,421) - - -

- - (1,206,000} (1,206,000) (2,816) (1,208,816
6,030,000 6,128,838 4,433,026 16,591,864 37,460 16,629,324
- (194.233) - (194,233) - (194,233)

- - 859.210 859.210 5,504 864,714

- 63,910 {63,910 - - -

- - (723.600)  (723,600) - (723,600)
6,030,000 5.998,515 4,504,726 16,533,241 42964 16,576,205

— 15—
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CONSOLIDATED CASH FLOW STATEMENT
For the Year ended 31 December, 2006

Note

Cash flows from operating activities
Cash generated from operations 30(a)

Income tax paid

Net cash generated from operating activities

Cash flows from investing activities

Purchase of fixed assets

Acquisition of a subsidiary, net of cash acquired 30(c)

Capital injection to a jointly controlled entity
Proceeds from disposal of fixed assets
Dividends received from an associated company

Interest received

Net cash used in investing activities

Cash flows from financing activities

Interest paid

Proceeds from short-term and long-term

bank loans

Repayments of short-term and long-term

bank loans

Proceeds from sale and lease back of containers

Capital element of finance lease payments

Interest ¢lement of finance lease payments
Dividends paid to Company’s shareholders
Dividends paid to minority shareholders

Capital injection by minority shareholders

Net cash generated from/(used in)

financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

- 16 -

Year ended 31 December

2006 2005
RMB 000 RMB’000
2,975,706 5,304,218
(210,043) (163.070)
2,765,663 5,141,148
(3,671.894)  (5,088,539)
(78.528) -
(32.000) -
15,516 877
5,367 5.256
74,849 84,801
(3,686.690)  (4,997.605)
(362,627) (278,404)
2,645,285 1,207,207
(1.607,690) (995,520)
1,349,650 -
(615,016) (545,124)
(272,806) (288,520)
(723,600)  (1.686,098)
- (2,816)
- 5,614
413,196  (2,583,661)
(507.831)  (2,440,118)
3,423,373 5.863,49]
2,915.542 3,423,373




APPENDIX 1 FINANCIAL INFORMATION ON THE GROUP

NOTES TO THE CONSOLIDATED ACCOUNTS

1 GENERAL INFORMATION

China Shipping Container Lines Company Limited {“the Company™) and its subsidiaries (together, “the
Group”) principally engaged in owning, chartering and operating container vessels for the provision of international
and domestic container marine transportation service.

The Company was established in the People’s Republic of China (the “"PRC™) on 28 August, 1997 as a company
with limited liability under the Companry Law of the PRC. On 3 March, 2004, the Company was transformed into
a joint stock limited company under the Company Law of the PRC (the “Transformation™) by converting its registered
capital and reserves as at 3t October, 2003 into 3,830,000,000 shares of RMB1 each. The Company's H shares (the
“Share Issue”) have been listed on the Main Board of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange™) since 16 June, 2004.

The address of its registered office is 27th Floor, 450 Fu Shan Road, Pudong New District, Shanghai, PRC.

These consolidated accounts are presented in thousands of units of Renminbi (RMB 000), unless oltherwise
stated.

These consolidated accounts have been approved for issue by the Board of Directors on 10 April, 2007.
2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applicd in the preparation of these consolidated accouats are set out below.
These policics have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of Preparation

The consolidated accounts of the Company have been prepared in accordance with Hong Kong Financial
Reporting Standards ("HKFRS”™). The consolidated accounts have been prepared under the historical cost
convention, as modified by the revalvation of cerain financial assets and financial liabilities at fair value
through profit or loss.

The preparation of accounts in conformity with HKFRS requires the use of certain critical accounting
estimates. It also requires management to cxercise its judgement in the process of applying the Company’s
accounting policies. The arcas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant 1o the consolidated accounts, are disclosed in Note 4.

The adoption of newfrevised HKFRS

In 2006, the Group adopted the amendments and interpretation of HKFRS below, which are
relevant to ils operations.

HKAS 21 (Amendment) Net Investment in a Foreign Operation
HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast Intragroup Transactions
HKAS 39 (Amendment) The Fair Value Option
HKAS 39 and HKFRS 4 Financial Guarantee Contracts
(Amendment)
HK(IFRIC)-int 4 Determining whether an Arrangement contains a Lease

The Group has assessed the impact of the adoption of these amendments and interpretation and
considered that there was no significant impact on the Group's results and financial position nor any
substantial changes in the Group's accounting policies.
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Standards, interpretation and amendments to existing standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published
which are relevant to the Group's aperations and accounts and are mandatory for the Group’s accounting
periods beginning on or after 1 January. 2007 or later periods as follows:

Effective from 1 Jannary, 2007

HKAS | {Amendment) Presentation of Financial Statements: Capital Disclosures
HK (IFRIC) -~ Int 8 Scope of HKFRS 2

HK (IFRIC) — Imt 9 Reassessment of Embedded Derivatives

HK (IFRIC) — Int 10 Interim Reporting and [mpairmemnt

HK (IFRIC) — Int 11 HKFRS 2 — Group and Treasury Sharc Transactions
HKFRS 7 Financial Instruments: Disclosures

Effective from | January, 2009

HKFRS 8 Operating Segments
The Group has not early adopted the above standards, amendments and interpretations and is not

yel in a position to siate whether substantial changes to the Group’s accounting policies and presentation
of the accounts will be resulted.

2.2 Consolidation
The consolidated accounts include the accounts of the Company and all its subsidiaries made up to 31
December.

(a)  Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voting rights.
The existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the dale on which control is transferred to the Group.
They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured as the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of exchange, plus costs directly attributable to the
acquisition, Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the extent
of any minerity interest. The excess of the cost of acquisition over the fair value of the Group’s share
of the identifiable net assets acquired is recorded as goodwill. If the cost of acquisition is less than the
fair value of the net assets of the subsidiary acquired, the difference is recognised directly in the profit
and loss account (Noete 2.8).

Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transactions provide evidence
of an impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

In the Company’s balance sheet the investments in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries sre accounted by the Company on the basis of
dividend received and receivable.
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()  Transactions and minority interests

The Group applics a policy of treating transactions with minority interests as transactions with
parties external 10 the Group. Disposals to minority interests result in gains and losses for the Group that
are recorded in the consclidated profit and loss account. Purchases from minority interests result in
goodwill, being the difference between any consideration paid and the relevant share acquired of the
carrying value of net asscts of the subsidiary.

{c)  Assaciated company

Associated company is entity over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights. Invesiment in an
associated company is accounted for using the equity method of accounting and is initially recognised
at cost. The Group's investment in an associated company includes goodwill {net of any accumulated
impairment loss) identified on acquisition {Nore 2.8).

The Group’s share of its associated company’s post-acquisition profits or losses is recognised in
the consolidated profit and loss account, and its share of post-acquisition movements in reserves is
recognised in reserves. The cumulative post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of Josses in an associated company equals or exceeds
its investment in the associaie, including any other unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made payments on behalf of the associated company.

Unrealised gains on transactions between the Group and its associated company are eliminated
to the extent of the Group's investment in the associates, Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred. Accounting policies of
associated company have been changed where necessary 10 ensure consistency with the policies adopted
by the Group.

In the Company’s balance sheet the investment in an associated company is stated at cost less
provision for impairment losses. The results of associated company are accounted for by the Company
on the basis of dividend received and receivable.

(d) Jointly controlled entity

A jointly controlled entity is a contractual arrangement whereby the Group and other parties
undertake an economic activity which is subject to joint control and none of the participating partics has
unilateral control over the economic activity.

Investment in a jointly controlled entity is accounted for in the accounts under the cquity method
and is stated at cost plus share of post-acquisition results and reserves and goodwill on acquisition less
provision for impairment losses (Note 2.8). The share of post-acquisition results and reserves is based
on the relevant profit sharing ratios.

in the Company’s balance sheet the investment in a jointly controlled entity is stated at cost less
provision for impairment losses. The results of jointly controlled entity are accounted for by the
Company on the basis of dividend received and receivable.

Segment Reporting

A business segment is a group of assets and operations engaged in providing services that are subject

to risks and returns that are different from those of other business segments. A geographical segment is
engaged in providing services within a particular economic environment that are subject to risks and returns
that are different from those of segments operating in other economic environments,

In accordance with the Group’s internal financial reporting, the Group has dectermined that business

segments be presented as the primary reporting format and geographical segments as the secondary reporting
format.

24

Foreign Currency Translation
(a) Functional and presentation currency

ftems included in the accounts of each of the Group’s entities are measured using the currency
of the primary economic environment in which the entity operates {the “functional currency”). The

consolidated accounts are presented in Renminbi (“RMB™), which is the Company’s functional and
presentation currency.
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2.5

()  Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the tramsactions. Foreign exchange gains and losses resulting from the
seitiement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognised in the consolidated profit and loss
accounl.

(¢) Group companies

The results and financial position of all the group entities (none of which has the currency of a
hyperinflationary economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

i) asscts and linbilitics for each balance sheet presented arc translated at the closing rate at
the date of that balance sheet;

(ii)  income and expenses for each profit and loss account are translated at average exchange
rates (unless this average is not a reasonable approximation of the cumulative effect of the
rates prevailing on the transaction dates, in which case income and expenses are translated
al the dates of the transactions): and

(iii) all resulting exchange differences are recognised as a separate component of equity.

On conselidation, exchange differences arising from the translation of the net investment in
foreign opcrations, and of borrowings and other currency iastruments designated as hedges of such
investmenis, are taken to shareholders’ equity. When a foreign operation is sold, exchange differences
that were recorded in equity are recognised in the consolidated profit and loss account as part of the gain
or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabitities of the foreign entity and translated at the closing rate.

Fixed Assets
(a)  Vessels under construction

Vessels under construction are stated at cost less accumulated impairment losses. Capitalisation
of vessel construction cost is based on actual cost incurred during the year. No depreciation is provided
for vessels under construction.

(b)  Vessel repairs and surveys

Upon acquisition of a vessel, the components of the vessel which are required to be replaced at
the next dry-docking are identified and these costs are depreciated over the period to the next estimated
dry-docking date. Costs incurred on the subsequent dry-docking of vessels arc capitalised and
depreciated over the period to the next estimated dry-docking date. When significant dry-docking costs
are incurred prior to the expiry of the depreciation period, the remaining costs of the previous
dry-docking are written-off immediately.

(¢) Construction in progress

Construction in progress represents office building under renovation and other fixed assets under
construction or pending installation and is stated at cost. Cost includes the cost of acquisition of the
building and the actual renovation costs incurred during the year. No depreciation is provided for
consiruction in progress,

(d)  Other fixed assets

All other fixed assets are stated at historical cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly attributable to the acquisition of the items.
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2.6

Subsequent costs are included in the asset's carrying amount or recogniscd as a separate asset, as
appropriate, enly when it is probable that future economic benefits associated with the item will flow
10 the Group and the cost of the item can be measured reliably. All other repairs and maintenance are
cxpenscd in the profit and loss account during the financial period in which they are incurred.

Depreciation of fixed assets is calculated vsing the straight-line method te allocate their costs to
their residual values over their estimated useful lives, as follows:

Estimated useful lives

Container vessels 25 years from the date of first registration
Building 40 years
Containers 8 1o 10 years

Improvements on vessels under 5 years or the period of the lease, whichever is the shorter
operating leases*

Computer and office equipment 5 10 8 years

Motor vehicles 6 years

* represent improvements on vessels operated by the Group under operating leases

The residual values of fixed asscts and their useful lives are reviewed, and adjusted if appropriate,
at each balance sheet date.

An asset’s carrying amount is written-down immedialely to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amoum (Note 2.9).

(e) Gain or loss on sale

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in the profit and loss account.

()  Capitalisation of fixed assets

All direct cost relating to the construction of container vessels, including finance costs on related
borrowed funds during the construction period, are capitalised as fixed assets.

Land Use Rights

All tand in PRC is swate-owned or collectively-owned and no individual land ownership exists. The

Group acquires the right to use certain land. The premiums paid for such right are treated as prepayment for
operating lease and recorded as land use rights, which are amortised over the lease period using the
straight-line method.

2.7

Assets under Leases
(i) Where the Group is a lessee
(a) Finance lease

Leases of assets where the Group has substantially all the risks and rewards of ownership
are classified as finance leases. Finance leases are capitalised at the commencement of the leases
at the lower of the fair value of the leased assets and the present value of the minimum lease
payments. Each lease payment is allocated between the liability and finance charges so as to
achieve a constant rate on the finance balance outstanding. The corresponding rental obligations,
nect of finance charges, are included in current and non-current liabilities. The interest element of
the finance cost is recognised in the consolidated profit and loss account over the lease period so
as to produce a constant periodic rate of interest on the remaining balance of the lability for each
period.

Assets held under finance leases are depreciated over the shorier of their estimated useful
lives or the lease periods.
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(&} Operating leuse

Leases in which a significant portion of the risks and rewards of ownership are retained by
the lessor are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the consolidated profit and loss account on a
straight-line basis over the period of the leases.

(ii) Where the Group is a lessor
Operating lease

Assets leased out under operaling leases are included in fixed assets on the balance sheet
and when applicable, and are depreciated in accordance with the Group’s depreciation policies,
as sct out in Note 2.5 above. Rental income, net of any incentives given to the lessees, is
recognised on a straight-line basis over the period of leases. '

(iii) Sale and leaseback transactions — where the Group is the lessee

A sale and leaseback transaction involves the sale of an asset by the Group and the leasing of the
same asset back to the Group. The lease payments and the sale price are usuvally interdependent as they
are negotiated as a package.

Sale and leaseback arrangements that result in the Group retaining the majority of the risks and
rewards of ownership of assets are accounted for as finance leases. Any excess of sales procecds over
the carrying amount is deferred and amortised over the period of leases.

2.8  Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of
the net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill is tested annually for
impairment and carried at cost less accumulated impairment losses. Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the
entity sold.

2.9 Impairment of Assets

Assels that have an indefinite useful life are not subject to amortisation, which are at least tested
annually for impairment and are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. Assets that are subject 1o gmortisation are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the impairment at each reporting date.

2.10 Financial Assets

The Group classifies its financial assets in the following categories: financial assets at fair value through
profit or loss and loans and receivables. The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification of its financial assets at initial recognition and
re-evaluates this designation at every reporting date.

(a)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
assel is ciassified in this category if acquired principally for the purpose of selling in the short term,
Derivatives are also classified as held for trading unless they are designated as hedges. Assets in this
category are classified as current assets if they are cither keld for trading or are expected to be realised
within 12 months of the balance sheet date,
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(b)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in un active market. They are included in current assets. except for maturities greater
than 12 months atler the balance sheet date. These are classified as non-current assets. Loans and
receivables are classified as “trade and other receivables™ in the balance sheet.

The Group assesses at each balance sheet date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. Impairment testing of trade receivables is described in
Note 2.12.

2.11 BunkKkers

Bunkers represent fuels and are stated at the lower of cost and net rcalisable value. Cost is caiculated
on the weighted average basis.

2.12 Trade Receivables

Trade receivables arc recognised initially at fair value and subscquently measured at amortised cost
using the effective interest method, less provision for impairment. A provision for impairment of trade
receivables is established when there is objective evidence that the Group will not be able to collect all
amounts due according Lo the original terms of receivables. Significant financial difficultics of the debtor,
probability that the debtor will enter bankruptey or financial reorganisation, and default or delinquency in
payments are considered indicators that the trade reccivable is impaired. The amount of the provision is the
difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. The amount of the provision is recognised in the consolidated
profit and loss account,

2.}13 Cash and Cash Equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks and ather short-term
and highly liquid investments with original maturities of three months or less, and bank overdrafts (if any).

2.14 Share Capital

Ordinary shares arc classified as equity. Incremental costs directly attributable to the issue of new shares
are shown in equity as a deduction, net of tax, from the proceeds.

2.15 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are
incremental costs that are directly auributable to the acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid to agents, advisers, brokers and dealers. levies by
regulatory agencies and securities exchanges, and transfer taxes and duties. Borrowings are subsequently
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemplion
value is recognised in the consolidated profit and loss account over the period of the borrowings using the
effective interest method,

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the balance sheet date.

2.16 Deferred Income Tax

Deferred income tax is provided in full. using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated accounts.
However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability
in a transaction (other than a business combination) that at the time of the tramsaction affects neither
accounting nor taxable profit or loss, Deferred income tax is determined using tax rates (and laws) that have
been enacted or substantially enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is sctiled.
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Deferred tax assets are recognised to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Deferred income tax is provided on (emporary differences arising on investments in subsidiaries and
associated company, except where the timing of the reversal of the temporary difference is controlled by the
Group and it is probable that the temporary difference will not reverse in the foreseeable future.

2,17 Employee Benefils
(a}  Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. Provision
is made for the estimated liabitity for annual leave as a result of services rendered by employees up to
the balance sheet date,

Employee entitlements to sick leave and maternity leave are not recognised until the time of
leave,

(b)  Pension obligations

The full-time employees of the Group employed in Mainland China are covered by various
government-sponsored pension plans under which the employees are entitled 1o a monthly pension based
on certain formulae. The relevant government agencics are responsible for the pension liability to these
retired employees. The Group contributes on a monthly basis to these pension plans based on
percentages of the total salary of employecs, subject to a certain ceiling. The Group’s liability in respect
of these funds is limited to the contributions payable in each year. Contributions to the plans are
expensed as incurred.

The Group also operates a defined contribution Mandatory Provident Fund (“MPF”) scheme for
its employees employed in Hong Kong. The Group and the employees both contribute 5% of the
employees’ relevant income per month as required by the Hong Kong MPF Scheme Ordinance subject
to a maximum of HK$1,000 per person.

The Group’s contributions (o the above defined contribution schemes are fully vested upon
contribution and arc expensed as incurred.

(¢)  Housing benefits

All full-time employees of the Group employed in Mainland China are entitled to participate in
various government-sponsored housing funds. The Group contributes to these funds based on certain
percentages of the salaries of the employees on a monthly basis. The Group’s liability in respect of these
funds is limited to the contributions payable in each year. Contributions to the funds arc expensed as
incurred.

(d) Share-based compensation

The Group operates a cash-scttled. share-based compensation plan. The fair value of the
employee services received in exchange for the grant of share appreciation rights is recognised as
expense. The employees are entitied to a future cash payment, based on the increase in the Company’s
share price from a specified level over a specified period of time.

The total amount 10 be expensed over the vesting period is determined by reference to the fair
value of the share appreciation rights, by applying an option pricing models, taking into account the
terms and condition on which the share appreciation rights were granted, and the extent to which the
employees have rendered service to date.

At each balance sheet date, the Group measures the services acquired and the liability incurred
at the fair value of the liabilities. The fair value of the liabilities are re-measured at each balance sheel
date and at the date of settlement, with any changes in fair value. if any, recognised in the conselidated
profit and loss account for the year.

_ 24 .



APPENDIX I FINANCIAL INFORMATION ON THE GROUP

2.18 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events: it is probable that an outflow of resources will be required to settle the obligation: and the amount
has been reliably estimated. Provisions are not recognised for futurc operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognised even if
the likelihood of an outflow with respect to any one item included in the same class of obligations may be
small.

2.19 Revenue Recognition
The Group recognises revenues on the following bases:
(i) Liner services
Freight revenues from the operation of the international and domestic containerised transportation
business are recognised on a percentage of completion basis, which is determined on the time proportion
method of each individual vessel voyage.

(it}  Chartering

Income from chartering of vessels under operating leases is recognised over the periods of the
respective leases on a straight-line basis.

(iii} Interest income
[nterest income is recognised on a time proportion basis wsing the effective interest method.

2.20 Contingent Liabilities and Contingent Assets

A contingent liability is a possible obligation that arises from past events and whose existence will only
be confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly within
the control of the Group. It can also be a present obligation arising from past events that is not recognised
because it is not probable that outflow of economic resources will be required or the amount of obligation
cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the consolidated accounts. When
a change in the probability of an cutflow occurs so that the outflow is probable, it wiil then be recognised as
a provision.

A contingent asset is a possible asset that arise from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain events not wholly within the centrol of the

Group.

Contingent asscts are nol recognised but are disclosed in the notes to the accounts when an inflow of
| cconomic benefits is probable. When inflow is virtually certain, an asset is recognised.

| 2.21 Dividend Distribution

Dividend distribution to the Company's equity holders is recognised as a liability in the Group’s
consolidated accounts in the period in which the dividends are approved by the Company’s equity holders.
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3 FINANCIAL RISK MANAGEMENT

il Financial Risk Factors

The Group’s activilies expose it 1o a variety of financial risks: market risk (including foreign exchange
risk and price risk). credit risk, liquidity risk, cash flow and fair value interest-rate risk. The Group’s overall
risk management programme focuses on the unpredictability of financial markets and secks to minimise
potential adverse effects on the Group’s financial performance.

{a) Market risk
(i} Foreign exchange risk

The Group mainly operates internationally and is exposed to foreipn exchange risk arising
from various currency exposures, primarily with respect to the RMB and United States Doliars
(*UsD™).

Other currencies against RMB and USD have been comparatively stable for the year ended
31 December, 2006. As a resuli. the Group considers its exposure to foreign exchange risk as low
and the Group has not used any forward contructs or other means 1o hedge its foreign currency
exposure for the year ended 31 December, 2006.

(if)  Price risk

The Group’s results of operations may be significantly affected by the fluctuation of the
fuel price which is a significant expense for the Group. While the international fuel price is
determined by worldwide market’s demand and supply, domestic fuel price is regulated by the
relevant authorities of the state government, Fuel expense represents 22% and 19% of the Group's
total costs of sales for the years ended 31 December, 2006 and 2005 respectively.

()  Credit risk

The Group has no significant concentration of credit risk. The Group has policies that limit the
amount of credit exposure to any financial institutions, The Group has also policies in place to ensure
that services are rendered to customers with appropriate credit history and the Group performs periodic
credit evaluations of its customers. The Group’s historical experience in collection of trade and other
receivables falls within the recorded allowances. No single customer accounted for greater than 10% of
total revenues during the year.

(¢)  Liquidity risk
Prudent liquidity risk management implies maintaining sufficient cash and the availability of
funding through an adequate amount of committed credit facilities. The Group aims to maintain

flexibility in funding by keeping committed credit lines available.

The Group finances its working capital requirements through a combination of funds generated
from operations, procceds and bank loans.

(d}  Cash flow and fair value interest rate risk

The Group has no sigaificant interest-bearing assets.

The Group’s cxposure to changes in interest rates is mainly attributable to its borrowings.
Borrowings at variable rates expose the Group to cash flow interest-rate risk. Borrowings at fixed rates
expose the Group to fair value interest-rate risk. As at 31 December, 2006 and 2005, over 64% and 71%
of the Group's borrowings respectively were at fixed rates. The weighted average effective interest rates

and terms of repayment of the Group’s borrowings are disclosed in Note 26.

The Group has not used any interest rate swaps to hedge its exposure to interest rate risk but may
enter into interest rate hedging instruments in the future to hedge any significant interest rate exposure.
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3.2 Fair Value Estimation

The carrying value less impairment provision of trade and notes receivables, prepayment and other
receivables, cash and cash equivalents, trade and notes payables, accrual and other payables, current
borrowings and balances with group comgpanies are assumed o approximate their fair values due to the short
term maturities of these asscts and liabilities . The fair value of long-term borrowings for disclosure purposes
is estimated by discounting the future contractual cash flows at the current market interest rate that is available
1o the Group for similar financial instruments.

4 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical expericnces and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the rclated actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial ycar are
discussed below:

(i) Estimated Impairment of Fixed Assets

The Group assesses annually whether fixed assets and land use rights have any indication of impairment,
in accordance with the accounting policy stated in Note 2.9, The recoverable amounts of fixed assets have been
determined based on value-in-use calculations. These calculations and valuations require the use of judgement
and estimates.

(ii) Income Taxes

The Group is subject to income taxes in a number of jurisdictions. Significant judgement is required in
determining the worldwide provision for income taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that were initially recorded, such differences will impact the
income tax and deferred tax provisions in the period in which such determination is made.

Recognition of deferred tax assets, depends on the management’s expectation of future taxable profit
that will be available against which the deferred tax assets can be utilised. The outcome of their actual
utilisation may be different.

(iii) Useful Lives of Fixed Assets

Management determines the estimated useful lives and residual values for the Group's fixed assets.
Management will revise the depreciation charge where useful lives and residual values are different to
previously estimated, or it will write-off or writc-down technically obsolete or non-strategic assets that have
been abandoned or sold.

(iv) Provision of Operating Cost

Operating costs. which comprise container and cargo, vessel and voyage costs, sub-route and other
costs, are recognised on a percentage of completion basis as set out in Note 2.19. Invoices in relation 1o these
expenses are received approximately up to six months after the expenses have been incurred. Consequently.
recognition of operating costs is based on the rendering of services as well as the latest tariff agreed with
vendors,

If the actual expenses of a voyage differ from the estimated expenses, this will have an impact on

operating cost in future periods. Historically, the Group has not experienced significant deviation between the
estimated and actual expenses.
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5 TURNOVER AND SEGMENT INFORMATION

The principal activities of the Group arc owning, chartering and operating container vessels for the provision
of international and domestic container marine transportation service. Turnover represents gross revenues from liner
and chartering services. net of discounts aliowed, where applicable.

2006 2005
RMB'000 RAMB 000

Turnover
Liner 30.375,447 28,126,526
Chartering 126,931 248,154
30.502,378 28.374,680

In accordance with the Group’s internal financial reporting. the Group has determined that business segments
be presented as the primary rcporting format and geographical segments as the secondary reporting format.

The business segment reporting includes provisions of liner service and chartering of vessels. In respect of the
geographical segment reporting. segment revenues from liner and chartering services cover the world's major trade

lanes.
Primary Reporting Format - Business Segments

The Group's business is organised into twe business segments: liner and chartering. The Group's
business is dominated by provision of liner services. The chartering business is of insufficient size 1o be
reported separately.

Secondary Reporting Format - Geographical Segments

The Group's liner and chartering businesses are managed on a worldwide basis. The turnover generated
from the world’s major trade lanes includes North America, South America, Europe/Mediterranean, Australia,
East and Southeast Asia, Middle East. China domestic and others.

The directors of the Company consider thai the nature of the Group’s business precludes a meaningful
allocation of the Group’s assets to specific geographical segments as defined under HKAS 14 “Segmemnt
Reporting”. Accordingly, geographical segment information is only presented for turnover:

2006 2005

RMB 000 RMB'000

North America 12,840,106 11,060,184
South America 650,379 281,21
Europe/Mediterranean 8,600,589 10,372.910
Australia 1,278,240 1,378,370
East and Southeust Asia 1,596,373 1,758,694
Middle East 1,097,042 78,322
China Domestic 2,419,817 1,938,820
Others 2,019,832 1.506,109
30,502.378 28,374,680
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6 OPERATING COSTS

Operating costs
Container and cargo
Vessel and voyage
Sub-route and others

7 OTHER OPERATING INCOME

Interest income

Information technology services fees

Reversal of provision for impairment of receivables
Recovery of payment for claims

Compensation inceme (Note (i)

Note:

2006 2005

RAMB 000 RMB 000
12,789,231 10,473,989
10.280,565 7,752,946
532,810 5,104,197
28,391.606 23,331,432
2006 2005
RMB'000 RMEB'000
74,849 84,801
42,213 25,823
16,109 -

- 28,305

- 99,331

133,171 238,262

(i)  Pursuant to an agrecement between a fellow subsidiary and the City of Los Angeles on 21 May, 2005,
the City of Los Angeles made compensation to the fellow subsidiary for the delay in providing premises
at Berths 100-102. Out of the aforementioned compensation receivable from the City of Los Angeles,
the fellow subsidiary agreed to pay USD12,000.000 to the Company 1o compensate the Company for the
additional costs incurred by the Group due to the delay in the provision of port related services.

8 EXPENSES BY NATURE

Auditor’s remunerations
Cost of bunkers consumed
Depreciation:
- Owned container vessels chartered-out under operating
leases
- Other owned assets
— Containers under finance leases

Loss on disposal of fixed assets
Operating lease rental:

— Container vessels

- Containers

— Buildings

Provision for impairment of receivables

Employee benefit expense, including directors’ and
supervisors” emoluments {Nore 9. 10)

Foreign exchange losses

Bank charges

—20_

2006 2005
RMB'000 RMB 000
4,980 4,500
6,311,076 4.383,763
14,462 20,316
694,170 414,101
474.856 441,202
1.183,488 875,619
11,645 5,034
2.399,354 2,360.813
587,676 587,459
43,000 32,809
3,030,030 2,981,081
- 6,211

739.498 605,171
19.034 58,699
4,372 1,598
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9 EMPLOYEE BENEFIT EXPENSE

An analysis of staff costs, including directors’ and supervisors’ emoluments, is set outl below:

2006 2005
RMB'000 RMB 000
Staff salaries and hiring of crews 562,486 475,080
Social welfare benefils 124,727 94 849
Pension cost 50,853 33,791
Share based compensation granted to directors
and ecmployees (note(i)) 1,432 1,451
739,498 605.171
Naote:
(i) H SHARE SHARE APPRECIATION RIGHTS SCHEME

In accordance with the “Resolution Regarding Adoption and Approval of the H Share Share
Appreciation Rights Scheme and [mplementation Methods™ passed at the Company’s second Special
General Meeting in year 2003 held on 12 October, 2005, the Company implemented a H share share
appreciation rights scheme as appropriate incentive policy. Under this scheme, the H share share
appreciation rights (the “Rights™) are granted in units with cach unit representing one H share. No shares
will be issued under the share appreciation rights scheme. Upon exercise of the Rights, the grantee will
receive a cash payment in RMB, subject to any applicable withholding tax, wanslated from the Hong
Kong dollars “"HKD” amount equal to the number of units of Rights exercised multiplied by the
appreciation, if any, in the market price of the Company’s H shares above the exercise price of the
Rights, based on the applicable exchange rate between RMB and HKD at the date of the exercise. The
market price of the Company’s H shares at the time of ¢xercise of the Rights shall be the average closing
price of the Company’s H shares on the Stock Exchange for the 4 trading days before the date of exercise
and on the date of exercise.

The eligible grantees are: the directors of the Company (other than independent non-executive
directors), the supervisors of the Company {(other than independent supervisors), the senior executives
of the Company, the head of department of each of the operational and management departments of the
Company and the general managers and deputy general managers of the Company’s subsidiaries.

The term of the scheme is 10 years. The Rights proposed to be granted account for 2% of the current
total issued share capital of the Company, i.e. 120,600,000 units of Rights, which will be granted on
three occasions, i.e. an initial grant and two further annual grants. The initial grant was made on 12
October, 2005, when 30,150,000 units of Rights accounting for (.5% of the total issued share capital of
the Company were granted. Two further annual grants will be made on | July, 2007 and 1 July. 2009
respectively.

The stipulated lock-up period for exercising the Rights is two years after the date of grant. Not more
than 30%, 60% and 100% of the Rights will vest during the third year, fourth year and fifth year
respectively. The Rights can be exercised before the expiration of the term of the scheme (10 years), The
Rights which have not been exercised after the expiration of the term of the scheme shall lapse.

During the year ended 31 December, 2006, no Rights were exercised. The Company recognised
compensation ¢xpense of the Rights over the applicable vesting period. For the year ended 31 December,
2006, compensation expense recognised by the Group in respect of the Rights was RMB1.432,000
(2005: RMB1,451,000).
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10

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

(a)

Directors® and Supervisors’ Emolunents

The remuncration of cach director and supervisor for the year ended 31 December, 2006 is set out helow:

Name of Director
and Supervisor

2006

Director

Mr. Jia Hongxiang
Mr. Huang Xiaowen
Mr. Zhao Hongzhou
Mr. Hu Hanxiang
Mr. Gu Nianzu

Mr. Wang Zongxi

Mr. Lam Siu Wai. Steven

Supervisor

Mr. Huang Xinming
Mr. Hua Min

Ms. Pan Yingli

Mr. Wang Xiuping

Pension and
other social

Fees Salary welfare Total
RMB 000 RMB 000 RMB'000 RMB 000
- 146 166 312

- 144 157 301

- iLS 139 254

38 - - 88
88 - - 88
88 - - 88
275 - - 275
- 144 166 30

88 - - 88
88 - - 88

- 358 93 451
715 907 721 2,343

The remuneration of each dircctor and supervisor for the year ended 31 December, 20035 is set out below:

Name of Director
and Supervisor

2005

Director

Mr. Jia Hongxiang
Mr. Huang Xiaowen
Mr. Zhao Hongzhou
Mr. Hu Hanxiang
Mr. Gu Nianzu

Mr. Wang Zongxi

Mr. Lam Siu Wai, Steven

Supervisor

Mr. Huang Xinming
Mr. Hua Min

Ms. Pan Yingli

Mr. Wang Xiuping

Pension and
other social

Fees Salary welfare Total
RMB 000 RMB’000 RMB 000 RMB'000
- 568 156 724

- 511 143 654

- 454 130 584

88 - - 88
88 - - 88
88 - - 88
275 - - 275
- 568 156 724

88 - - 88
88 - - 38

- 295 77 372
715 2.396 662 3,173

No directors or supervisors of the Company waived any emoluments during the year (2005: Nil). No
discretionary bonus was paid to any of the directors or supervisors of the Company during the year (2005: Nil),
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The remaining six directors (2005: seven) and two supervisors (2005: threc) of the Company did not
receive any emoiuments from the Company or any of its subsidiaries during the year.

(b}  Five Highest Paid Individuals
The five individuals whose emoluments were the highest in the Group for the year do not include any

directors {2005: three) and supervisors (2003: one). The emoluments payable to the five {2005: remaining one)
individuals during the year are as follows:

2006 2005

RMB 000 RMBE'000

Basic salaries and allowances 2,129 1,061
Pension and others welfare 475 312
2.604 1,373

The emoluments of the above five (2005: one) individuals fell within the following bands:

2006 2005
Nil to HKS$1,000.000 (cquivalent to approximately
RMB1,004,000) 5 -
HK$1,000,000 (equivalent to approximately
RMB 1.004,000) to HK$2,000,000 (equivalent
to approximately RMB2,008,000) - |
5 1

(¢)  During the year, no emoluments were paid by the Group to any of the directors, supervisors or the five
highest paid individuals as an inducement (o join or upon joining the Group or as compensation for loss
of office (2003: nil).

11 FINANCE COSTS

2006 2005
RMB'000 RMB 000

Interest expenses:
— bank loans 362,627 278,404
— finance lease obligations 295,123 288,520
Total interest expenses 657.750 566,924
Less: amount capitalised in vessels under construction (123,751) {139,651)
533,999 427.273

The capitalisation rate applied to funds borrowed generally and utilised for the vessels under construction is
5.43% (2005: 5.46%) per annum for the year ended 31 December, 2006,
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12 TAXATION

(a)

Income Tax Expense

2006 2005
RMB 000 RMB'000

Current income lax
— Hong Kong profits tax {(note (i)) 1,214 2,198
— PRC enterprise income tax {(note {ii)) 76,504 234,807
Deferred taxation (Note 28) 200,129 487,163
277,847 724,168

Notes:.
(i) Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 17.5% (2005: 17.5%) on the c¢stimated
assessable profits for year ended 31 December. 2006.

(ii) PRC enterprise income tax (“EIT”)

The Company is a joint stock limited company under the Company Law of the PRC and was
registered in the Pudong New District. Shanghai. According to the relevant laws and regulations, the EIT
rate applicable to the Company is 15%.

The Company’s subsidiaries incorporated in the PRC are subject to EIT at a rate ranging from 0%
to 33% for the year ended 31 December, 2006 (2005: 0% - 33%).

Pursuant to relevant EIT regulations, the profits derived by the Company’s overseas subsidiaries
are subject to EIT. The Company has obiained approval from the tax bureau 10 adopt a fixed rate of
16.5% on the profits of the overseas subsidiaries for EIT purposes.

(ili) The taxation on the Group's profit before income tax differs from the theoretical amount that
would arise using the taxation rate of the home country of the Company as follows:

2006 2005
RMB'000 RMB’000
Profit before income 1ax 1.142,561 4,309,263
Less: Share of profit of an associated company (6,529) (5,960)
1,136,032 4,303,303
Tax calculated at a taxation rate of 15%

(2005: 15%) (170,405) (645,495)

Write-off of deferred 1ax assets on finance
lease (Note 25) (69,148) -
Effect of different tax rate in subsidiaries (38,294) (78,673)
Tax expense (277,847) (724,168)

—- 33 =
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14

15

{b)

Other Taxes
(i} Value-added tax (“VAT")

The Company’s subsidiaries in the PRC are subject to VAT, which is charged on top of the selling
price al a general rate of 17%. An input credit is available whereby input VAT previously paid on
purchases of raw materials or semi-finished products can be used to offset the output VAT on sales to
determine the net VAT payabie.

{if)  Business tax
Revenue derived from liner services provided by the Company and its subsidiaries in the PRC is

subject to business tax at rates ranging from 3% to 5% for the year ended 31 December, 2006 (2005:
3% o 5%).

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The profit atiributable to equity holders of the Company is dealt with in the accounts of the Company to the
extent of RMB309,716,000 (2005: RMB (,344,212,000).

EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the profit auributable to equity holders of the Company of
RMB859,210,000 (2005: RMB3.582,782,000) by the number of 6,030,000,000 (2005: 6,030,000,000) sharcs in issue.

2006 2005

RMB'000 RMB'000

Profit attributable to equity holders of the Company 859,210 3,582,782
Number of ordinary shares in issue (thousands) 6,030,600 6,030,000
Basic carnings per share (RMB per share) RMBO.14 RMBO0.59

Diluted earnings per share has not been presented as the Company has no potential dilutive shares.

DIVIDENDS
2006 2005
RMB’000 RMB 000
Final, proposed of RMBO0.04 (2005: RMBO0.12) (note (i})
— per domestic share 144,400 433,200
— per H share 96,800 290,400
241,200 723,600

Note:

(i)

The dividends paid during the year ended 31 December, 2006 were 2005 final proposed dividends of
RMB723,600,000 {RMBO0.12 per share). The dividends paid during the year ended 31 December. 2005
were 2004 special dividend 1o ultimate holding company of RMB480.098,000 and 2004 final proposed
dividends of RMB1.206,000.000 (RMB(.2 per share). A dividend in respect of 2006 of RMB0.04 per
share. amounting to a total dividend of RMB241.200,000. was proposed at the Board of Directors’
Meeting on 10 April. 2007. These accounts do not reflect this dividend payable,
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16  FIXED ASSETS

The Group

At 1 Janvary, 2005

Cost

Accumulated depreciation
and impairment losses

Net book amount

Year ended 31 December,
2005

Opening net book amount

Exchange ditference

Transfers

Transfer to land use rights

Additions

Acquisition from fellow
subsidiaries

Disposals

Depreciation

Closing net book amount

At 31 December, 2005

Cost

Accumylated depreciziion and
tmpairmeat losses

Net book amount

Year ended 31 December,
2006

Opening net book amount

Exchange difference

Transfers

Addition {rom purchase of a
subsidiary

Additions

Acquisition from fellow
subsidiaries

Disposals

Depreciation

Closing net book amount

At 31 December, 2006

Cast

Accumulated depreciation and
impairment losses

Net book amount

Improvement
on vessels
Vessels under Computer
Container under Construction  operating Mator  and office

vessels  Building construction in progress leases  Containers vchicles  equipment Total
RMB'000  RMB'OO0  RMB'O00  RMB'GOG  RMB'OO0  RMB'OO0  RMB'0O0  RMB'OO0  RUB'0O0
9,360,632 - 4351466 225,60 326.188  3480.108 36,409 178.686 17,989,190
(1,013.012) - - - {4007 (1436.500) (16,160) (92.858)  (2,798.604)
8.377.620 - 4351466 225,601 86214 2043608 20,049 83828 15,190,586
8377626 - 4351466 225,601 86214 2.043.608 20,149 85828 15,150,586
(17,738) - {10,918) - - (16.841) - - {105,317}
4392311 £69.826  (4.392,311)  (209.304) - - - 19478 -
- - - (13,918) - - - - {13,918

29.966 - 1919.236 13,012 3456 232524 6,571 40415 §,342.940
11,001 - - - - 167,351 - - 23825
- - - - - 4,309 7 {1185} (3.911)
(344.007) {2.689) - - (174160 (476.399) (5.256) (29852} (B75,619)
12,708.133 167,137 3,607.523 15401 77.254 4,038,534 .47 134,684 20,770.813
14,066,152 169.826 3,607,523 13401 334744 5948550 41,931 253412 4437539
(1,357.019) {2.689) - - 252490)  (1.910,016) (20.784)  (LI18,728) (3,666.726)
12,709,133 167,137 3,607,523 15404 17254 4038534 21,147 134684 20770813
12,709,133 167.137 3,607,523 15,401 71254 4038534 21,147 134684 20770813
(18,035} - (79,889} - - (92,550) (66) (868)  {191,428)
2,.863.253 BB (T - - - 1341 -
- - - - - - 103 1,682 1785

3185 - LI5L813 31,697 3.855 963,583 1513 14,545 3,199.839
54,760 - - - - 837,731 - - 892,491
(8,049) - - - {11,032) 4,271 (381) (3.410) {27,161
(319,77 (4,160) - - (30943 (583032 (5,072 ¢40,542) (1,183,488)
£5,113.098 188948 281614 9,786 a7t 5,159,989 18.244 118,420 23,463.851
16,975,344 195,797 2,816,194 9,786 166,498 6847128 43,958 274,957 27,329,662
(1.862.246) (6,849) - - (127,326)  (1,687.139) (25714 {156,53T) (1.865.811)

15,113,098 138948  2.816,194 9,786 39,172 5,139,989 18,244 118,420 13,463,851
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The Company

At t January, 2005
Cost

Accumulated depreciation and

impaicment losses

Net book amount

Year ended 31 December,
2005

Opening net book amount

Transiers

Transfer to Jand use rights

Additions

Acquisition from a fellow
subsidiary

Disposals

Depreciation

Closing net book amount

At 31 December, 2003
Cost

Accumulated depreciation and

impairment losses

Net hook amount

Year ended 31 December,
2006

Qpening net book amount

Transfers

Additions

Transfer 1o a subsidiary

Disposals

Depreciation

Closing ret book amount

At 31 December, 2006
Cost

Accumulated depreciation and

impairment losses

Net book amount

Improvement
on vessels
Vessels under Computer
Container under Construetion  operating Motor  and office

vessels  Buoilding construction in progress leases  Containers vehicles  equipment Total
RMB'OOD  RMBOBG  RMB'OO0  RMBODO  RMB'OOD  RMB'OD0  RMB'DO0  RMB'OOD  RMB'0O0
8.664.364 - L8lesls 225.601 300430 2877468 3,156 121,006 14.030.640
(936.288) - - - {4 (144,14 (1598)  (68,209) (2.673.654)
1,708.076 - 1836613 125,601 8018 1453321 2558 $L197  11,336.9%6
1,708.076 - 1,836,615 225.6M 8018 145332 1538 52791 11336986
1512518 169,826 (4372378) {208,379 - - - 38348 -
- - - (13,918) - - - - (13,918)

29.966 ~ 359992 £1.586 - - 2,613 4301 3,949,387
71.001 - - - - - - - 71001
- - - - - (4,217} - (436) (4,713}
{322.929) (2,689} - - (12.5t8)  (356,108) (750 {13,728 (708720
12,058.692 167,137 1163958 15,895 65.500  L.092936 4421 81481 14,650,020
13.337.909 169,820 1.163,958 15,895 00430 287031 1,769 161,915 18028013
(1.279.217) {2,689 - - (29 (1,771.375) (3.348) (80434 (3.377.993}
12,058,692 167,137 163958 15,895 65.500 1092938 44% 81481 14,650,020
12,058,692 167.137 1163958 15,895 65,500 1,092936 4421 BL48) 14,650,020
1,468,233 25971 (1468.235) (37.311) - - - 11.341 -
27.566 - 19131 31,203 - - 1714 - 1973758

- - - - - {1,092936) - - {1092,938)

{8,049 - - - (11,032) - - (128 {19.209
(483.952} {4,160) - - (25,359) - (L133)  (25538) (404D
13,062.492 188,948 1608998 9,786 29,109 - 5.002 67,156 14,971,491
14,812,456 195797 1,608,998 9,786 128,329 - 34483 171,254 16,936,103
{1.745.964) (6.849) - - (99.220) - (4481)  {104,098) (1.964.612)
13,062.492 188,948 1,608,998 9,786 29.109 - 5,002 67,156 14,971,491

{a) As at 31 December, 2006, the net book value of containers held under finance lease by the Group
amounted to approximately RMB3,806,385,000 (2005: RMB2.722,223.000).

(b  As at 1 January, 2006, the Company transferred its containers under finance leases with net book value
of RMBI1,092,936,000 to a subsidiary.
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(<) As at 31 December, 2006, the net book value of container vessels, vessels under construction and
containers of the Group and the Company pledged as securities for the long-term bank loans amounted
to approximately RMB7,009.915000 and RMB4,941,694,000 (2005: RMB6,727,496.000 and
RMB5.463,524.000) respectively (Note 26).

(d)  As at 31 December, 2006, the aggregate cost, accumulated depreciation and accumulated impairment
losses of the leased assets, where the Group and the Company are the lessor, comprised vessels under
chartering arrangements, amounted to RMB376,620,000, RMB 162,758,000 and RMB32,916,000 (2005:
RMB486,383,000, RMB194,733.000 and RMB32,916,000) respectively.

{c)  Asat 31 December, 2006, the accumulated capitalised borrowing costs of the Group and the Company
included in vessels under construction amounted to approximately RMB194.637.000 and
RMB71,098.000 (2005: RMB131.864,000 and RMB62,013,000) respectively.

(0 Asat 31 December, 2006, the accumulated impairment fosses of the container vessels of the Group and
the Company amounted to RMB59.279,000 (2005: RMB59.279,0000.

(g) Depreciation expenses of RMB1,163,981,000 (2005: RMB858,483.000) has been charged to
consolidated profit and loss account within operating costs, and RMB19,507,000 (2005:
RMB17.136,000} has been charged to consolidated profit and loss account within administrative and
general expenses.

17 LAND USE RIGHTS

The Group and the Company’s interests in land use rights represent prepaid operating lease payments and their
net book value are analysed as follows:

RMB 000
Year ended 31 December, 2005
Opening net book value -
Transfer from fixed assets {Note 16) 13,918
Amortisation charge for the year (232)
Closing nct book amount 13,686
At 31 December, 2005
Cost 13,918
Accumulated amortisation ) (232)
Net book amount 13,686
Year ended 31 December, 2006
Opening net book value 13,686
Amortisation charge for the year (330)
Closing net book amount 13,356
At 31 December, 2006
Cost 13.918
Accumulated amortisation (562)
Net book amount 13,356

All of the Group’s land use rights are located in Shanghai, the PRC and are held on leases of 30 to 50 years
from the dates of acquisition.
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GOODWILL

The Group
RMB 000

Year ended 31 December, 2005
Opening and closing net book amount 13,281

At 31 December, 2005
Cost 13,281
Impairment cxpense -

Net book amount 13,281

Year ended 31 December, 2006

Opening net book amount 13,281
Addition from purchase of a subsidiary 33,146
Impairment expense -

Closing net book amount 46.427

At 3 December, 2006
Cost 46,427
Impairment expense -

Net book amount 46,427

Goodwill Impairment Test

The Group tests annually whether goodwill has suffered any impairment in accordance with the
accounting policy stated in Note 2.8. The carrying amounts of goodwill acquired through acquisition of equity
interests of subsidiaries are solely allocated to these subsidiaries for impairment testing.

The recoverable amount of the subsidiary is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial budgets approved by management covering a
five-year period. Cash flows beyond the five-year period are extrapolated using the estimated growth rates
which are consistent with the forecasts included in industry reports. The discount rates used are pre-tax and
reftect specific risk relating to the subsidiary.

Based on the impairment tests of goodwill, in the opinion of the Directors, no impairment provision is
considered necessary for the balance of the Group’s goodwill,
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INVESTMENTS IN SURSIDIARIES

The Company
As at 31 December

2006 2005

RMB 000 RMB 000

Unlisted shares, at cost 396,188 295,928
Loan to a subsidiary 932,289 1.177.258
1,328,477 1,473,186

{a)

(b)

{c}

During the year, the Company made capital injection to its subsidiaries. Shanghai Puhai Shipping Liners
Co., Ltd. , Quanzhou China Shipping Container Lines Co., Lid., China Shipping Container Lines
(Fuzhou) Co., Ltd. and Longkou China Shipping Container Lines Co., Ltd. in the form of cash
amounting to RMB100,000,000, RMB105,000. RMBI105,000 and RMBS50,000 respectively. These
capital injections have been verified by BDO Zhong Hua Certified Public Accountants (ki ¢ i
CratRli g5 Fr), Quanzhou Ming Cheng Certified Public  Accountants Company Limited
(M &4 BIT R TR fr 5H BT 30 15 i ). Fuzhou Da Zheng Certified Public Accountants Company Limited
(M E 40 BLYE(E @R B3 1% B0) and Yantai Jin Du Centified Public Accountants Company Limited
O & 3040 BR STAE B R FI R £5 07), who issued capital certification reports on 15 August, 2006, 9
February, 2006, 14 January, 2006 and 22 February, 2006 respectively.

The loan to a subsidiary is unsecured. interest bearing at LIBOR plus 0.05% per annum and wholly
repayable on 27 December, 2009.

A list of subsidiaries as at 31 December, 2006 is set out in Note 35(a).

INVESTMENT IN AN ASSOCIATED COMPANY

The Group
As at 31 December

2006 2005
RMB'000 RMB 000
Beginning of the year 47.596 46,892
Share of an associated company’s resuits
— profit before income tax 8,944 8,164
- income tax expense (2.415) (2,204}
6,529 5,960
Dividend received (5,367 (5,256)
End of the year 48,758 47,596
The Company

As at 31 December
2006 2005
RMB'000 RMB000
Unlisted investments, at cost 29,214 29,214
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21

The Group and the Company's interest in its principal associated company, which is unlisted, is as follows:

As at 31 December

2006 2005

RMB 000 RMB'000

Total assets 51,280 50,684
Total liabilities 2,522 3,088
Revenue 39,972 35,987
Net profit 6,529 5.960
Percentage of interest held 40% 40%

Detnils of the associated company as at 31 December, 2006 are set out in Note 35(b).

INVESTMENT IN A JOINTLY CONTROLLED ENTITY

The Group and the Company
As at 31 December

2006 2005
RAMB 000 RMB'000
Share of net assets 32,000 -

The Group and the Company’s interest in its principal jointly controlled entity, which is unlisted, is as follows:

As at 31 December

2006 2005

RMB'000 RMB 000

Total assets 32,000 -
Total nct assets 32.000 -
Percentage of interest held 50% -

Details of the jointly controlled entity as at 31 December, 2006 are set out in Note 35(c).

There are no contingent liabilities relating to the Group and the Company’s investment in jointly controlled

entity, and no contingent liabilities of the ventures itself.
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22 TRADE AND NOTES RECEIVABLES

Trade receivables
- Fellow subsidiaries
— Others

Notes reccivables

The agcing analysis of the trade and notes reccivables is as follows:

I to 3 months
4 to 6 months

7 to 9 months
10 to 12 months
Over | year

Less: provision for impairment of receivables

The Group
As at 31 December

2006 2005
RMB'O00 RMB’000
1,932,592 1,997,785
1,431,516 1,933,858
3,364,108 3.931,643

126,295 122,702
3,490,403 4,054,345
The Group

As at 31 December

2006 2005
RMEB 000 RMB 000
2,914,493 2,547,888

561,926 699,593
114.784 428,547
- 499913

13,150 8,463
3,604,353 4,184,404
(113,950) (130,059
3,490,403 4,054,345

The Group has reversed RMB16,109,000 (Note 7} for the impatrment of its trade receivables during the year
ended 3| December, 2006, The income has been included in other operating income in the consolidated profit and

foss account.

Trade receivables
— Subsidiaries
- Fellow subsidiaries
— Others

Notes receivables

—4] -

The Company
As at 31 December

2006 2005
RMB'000 RMB'000
664,393 491,295
292,996 446,840
108.779 11,325
1,066,168 949,460
112,083 78,245
1,178,261 1,027,705
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The ageing analysis of the trade and notes receivables is as follows:

{ 10 3 months

4 10 6 months

7 10 9 months
10 to 12 months
Over 1 year

Less: provision for impairment of receivables

The Company
As at 31 December

2006 2005
RMB 000 RME’'000
1,170,648 896,502

12,240 105,959

4.554 15,205

- 39,404

13,150 8,463
1.200,592 1,065,333
(22.331) (37,828)
1,178.261 1.027,705

The carrying amounts of the trade and notes receivables approximate their fair value.

The carrying amounts of the trade and notes receivables are denominated in the following currencies:

RMB
HKD
usp

Other currencies

The Group The Company

As at 31 December As at 31 December
2006 2005 2006 2005
RMB 000 RMB'000 RMB 000 RMB'000
1,176,638 962,206 412,932 420,848
7.717 33,639 - -
1,966,129 2,419.871 754,182 575,168
335.919 638,609 11,147 31,689
3,490,403 4,054,345 1,178,261 1,027,705

There is no concentration of credit risk with respect to trade receivables, as the group and the company has
a large number of customers, internationzlly dispersed.

Credit Policy

Credit terms in the range between 30 to 50 days are granted to those customers with good payment
history. Invoices Lo other customers are due for payment upon presentation.

23 CASH AND CASH EQUIVALENTS

Cash at bank and in hand
Short-term bank deposits

The Group The Company
As at 31 December As at 31 December
2006 2005 2006 2005
RMB’000 RMB 000 RMB'000 RMB 000
2,065,367 2,605,368 881,695 1,027,342
850,175 818,005 43,363 -
2,915,542 3,423,373 925,058 1,027,342

The effective interest rate on short-term bank deposits was 4.6% per annum (2005: 3.6%): these deposits have

an average maturity of 5 days (2005: 3 days).
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Cash and cash equivalents are denominated in the following currencic

The Group
As at 31 December

EN

The Company
As at 31 December

2006 2005 2006 2005

RMB'000 RMB’000 RMB 000 RMB 000

RMB 889,378 921.022 602,632 679.078
HKD 120,764 74,008 41.716 41,579
usD 1.742,818 2,232,504 278,872 301,559
Other currencies 162,582 195,839 1,838 5,126
2,915,542 3,423,373 925,058 1,027,342

As at 31 December, 2006, cash and cash equivalents of RMB1,302,895.000 (2005: RMB1,367,246,000}) were
held by the Company and certain subsidiaries of the Group with bank accounts operating in the PRC where exchange

controls apply.

24 SHARE CAPITAL

Domestic H shares of
shares of RMB! each
RME1 each (note (i)} Total
RMB 000 RMB 000 RMB'000
At 31 December, 2005 3,610,000 2,420,000 6,030,000
At 31 December, 2006 3.610.000 2,420,000 6.030,000

Note:

(i)  The domestic shares and H shares rank pari passu in all material respects except that the dividends to

holders of H shares are declared in RMB but paid in HKD.
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OTHER RESERVES

The Group

At | January, 2005

Currency ranslation
difference

Profit appropriation

At 31 December, 2003
and | January, 2006

Currency translation
difference

Transfer

Profit appropriation

At 31 December. 2006

The Company

At | January, 2005
Profit appropriation

At 31 December, 2005 and

I January, 2006
Transfer
Profit appropriation

At 31 December, 2006

Notes:

Statutory
Statutory public Discretionary
surplus welfare common
Capital reserve fund reserve
surplus {naief{i)) (notefii)) {note (iN)} Translation Total
RMB'000 RMB 000 RMB'000 RMB’000 RMB'000 RMB'000
4,851,488 380,473 380,473 740 - 5613174
- - - - (97,757) (97,757)
- 407,262 206,139 - - 613,421
4,851,488 187,735 586.632 40 (97.757) 6,128,838
- - - - (194.233) (194.233)
- 586,632 (586.632) - - -
- 63.910 - - - 63,910
4,851,488 1,438,277 - 740 (291,990} 5.998,515
Statutory Statutory
surplus public
Capital reserve welfare fund
surplus (note(i)) (note{ii)) Total
RMB 000 RMB'000 RMB'000 RMB 000
4,771,887 367,551 367,551 5,506,989
- 402,206 201,103 603,309
4,771,887 769.757 568,654 6.110,298
- 568,654 (568,654} -
- 59,977 - 59,977
4,771.887 1.398,388 - 6,170,275

(1) In accordance with the PRC regulations and the Articles of Association of the companies within the
Group, before distributing the net profit of each year, each of the companies registered in the PRC is
required 10 set aside 0% of its statutory net profit for the year after offseuting any prior year’s losses
as determined under Accounting Standards for Business Enterprises and Accounting System for
Business Enterprises of the PRC to the statutory surplus reserve fund. When the balance of such reserve
reaches 50% of each company’s share capital, any further appropriation is optional. The statutory
surplus reserve fund can be utilised to offset prior years' losses or 1o issue bonus shares. However, such
statutory surplus reserve fund must be maintained at a minimum of 25% of the entity’s share capital after

such issuance.
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(i)

(iii)

Before 1 January, 2006, companies registered in the PRC within the Group are required to set aside 5%
10 10% of their statutory net profit for the year as determined under Accounting Standards for Business
Enterprises and Accounting System for Business Enterprises of the PRC to the statutory public welfare
fund. The statutory public welfare fund is to be utilised to build or acquire capital items, for the entity’s
cmployees and cannot be used to pay off staff welfare expenses. Titles to these capital items remain with
the entity.

According to the Company Law of the PRC which was revised on 27 October, 2005. the Company is
no longer required to make profit appropriation to the statutory public welfare fund commencing from
1 January, 2006. Pursuant to the notice “Cai Qi [2006] No. 67.” issued by the Ministry of Finance of
the PRC, the balance of this fund as at 1 January, 2006 was transferred to the statuiory surplus reserve.

Transfer to discretionary common fund is at the discretion of the companies in the Group.

BANK BORROWINGS

The Group The Company
As at 31 December As at 31 December
2006 2005 2006 2005
RMB 000 RMB 000 RMB 000 RMB 000
Non-Current
Long-term bank loans 5,538.152 5,107,112 3,408,940 3,616,800
Current
Shori-term bank loans 400,000 - 400,000 -
Long-term bank loans
— current portion 707,608 501,053 475,000 380,000
1,107,608 501,053 875,000 380,000
6,645,760 5.608,165 4,283.940 3,996,800
Representing:
— unsecured 1,642,870 817,439 862,000 154,000
— secured 5,002.890 4,790,726 3,421,940 3,842,800
Total bank borrowings 6,645,760 5,608,165 4,283,940 3,996,800
Analysed as follows:
— wholly repayable within five
years 4,347,310 - 2,802.700 -
- not wholly repayable within
five years 2,298,450 5.608,165 1,381,240 3,996,800
Total bank borrowings 6,645,760 5,608,165 4,283,940 3,996.800
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The maturity of bank borrowings is as follows:

Within one year

In the second year

In the third to fifth year
After fifth year

The Group
As at 31 December

The Company
As at 31 December

2006 2005 2006 2005
RMB'000 RMB'000 RMB'000 RMB'000
1,107,608 501,053 875,000 380,000

707.608 753,461 475.000 552,560
4.079,808 2,543,910 2,622,700 1,945,695
750,736 1,809,741 311,240 1.118.345
6,645,760 5,608.165 4,283,540 3,996,800

As at 31 December, 2006, the long-term bank loans of the Group znd the Company were secured by the

following:

(i)  Legal mortgage over certain container vessels, vesscls under construction and containers of the Group
and the Compuny wilh net book value of approximately RMB7.009,915.000 and RMB4,941.6%4,000
{2005: RMB6,727,496,000 and RMB3.463,524,000) respectively (Note 16(c)).

(i)  Charges over shares of certain vessels owning subsidiaries (Note 35 (a)(ii)}.

(iii)  Assignment of shipbuilding contracts related Lo cerlain vessels under construction.

An analysis of the carrying amounts of the Group and the Company’s bank borrowings by type and currency

is as follows:

RMB
— at fixed rates
- at floating rates

uUsD
- at fixed rates
— at floating rates

The Group The Company
As at 31 December As at 31 December
2006 2005 2006 2005
RMB'000 RMB'000 RMB 000 RMB 000
4,283,940 3,996,800 4,283,940 3,996,800
2,361.820 1,611,365 - -
6,645,760 5.608,165 4,283,940 3,996,800

The weighted average effective interest rates at the respective balance sheet dates were set out as follows:

Bank borrowing
- RMB

- USD

The Group The Company
As at 31 December As at 31 December
2006 2005 2006 2005
RAMB 000 RMB 000 RMB’000 RMB 000
5.18% 5.46% 5.18% 5.46%
5.96% 4.05% - -
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The carrying amounts of currcnt borrowings approximate their fair value.

The carrying amounts and the fair values of long term bank boerrowings are as follows:

The Group The Company
As at 31 December As at 31 December
2006 2005 2006 2005
RMB 000 RMEB'000 RMEB'000 RMB’000
Carrying amounts 6.245,760 5,608,165 3,883.940 3,996,800
Fair values 6,150,725 5.521,114 3,788,905 3,909,749

The carrying amounts of USD bank borrowings approximate their fair value.

The fair values of RMB bank borrowings are based on discounted cash flow using a rate based on the
borrowings rate of 6.12% per annum (2005: 6.12%).

The Group and the Company have the following undrawn borrowing facilities.,

The Group The Company

As at 31 December As at 3t December
2006 2005 2006 2005
RMB 000 RMB'000 RMB'000 RMB'000
Floating rate 1,210,348 143,581 - -
Fixed rate 4,760,360 3,407,500 4,760,360 3.407,500
5,970,708 3,551,081 4,760.360 3.407,500

27  FINANCE LEASE OBLIGATIONS
The Group

As at 31 December, 2006
Net present

Minimum valee of
lease Finance minimum
payment charges lease payment
RMB'000 RMB'000 RMB'000

Finance lease obligations
Within one year 995,756 300,032 695,724
In the second year 889,384 224.690 664.694
In the third to fifth year 2,106.029 374,336 1,731,693
After fifth year 865,105 62,243 802,862
4,856,274 961,301 3,894,973
Less: no later than one year (current portion) (995,756) (300.032) (695,724)
3,860,518 661,269 3,199,249
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The Group

As at 31 December, 2005

Net present

Minimum value of

lease Finance minimum

payment charges lease payment

RMB 000 RMB 000 RMB'000

Finance lease obligations

Within one year 716,348 257,667 458,681
In the sccond year 633,496 205,430 478,066
In the third to fifth year 1,584,020 355,130 1,228.890
After fifth year 768,413 70,395 698.018
3,752,277 888,622 2,863,655
Less; no later than one year {current portion) (716,348) (257,667 (458,681)
3,035,929 630.955 2,404,974

The effective interest rate of finance lease obligations of the Group is 10.3% per annum (2005:14.0%).

The carrying amounts and the fair values of finance lease obligations of the Group are as follows:

Carrying amounts

Fair values

The Group
2006 2005
RMB 000 RMB’000
3.894,973 2,863,655
3,879,892 2,850,612

The fair values are based on discounted cash flow using a rate based on internal rate of return of the lessor

at 7.1% per annum (2005: 8.4%).

All finance lease obligations are dominated in USD.

As at | January, 2006, the Company transferred its finance lease obligations with carrying value of
RMB1,283,526,000 10 a subsidiary. The details of the Company's finance lease obligations as at 31 December, 2005

are set out below:

The Company

As at 31 December, 2005

Net present

Minimum value of
lease Finance minimum
payment charges lease payment
RMB 000 RMB’000 RMB'000

Finance lease obligations
Within one year 443,924 151,086 292,838
In the second year 406,719 111,348 295.371
In the third 10 fifth year 753,745 157,539 596,206
After fifth year 116,918 17.807 99,111
1.721,306 437,780 1,283,526
Less: no later than one year (current portion) (443,924) (151,086) (292,838)
1,277.382 286,694 990,688
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As at 31 December, 2005, the effective interest rate of finance lease obligations of the Company was 14.8%
per annuam. ’

The carrying amounts and their fair values of finance lease obligations of the Company are as follows:

The Company

2006 2005
RMB'000 RMB 000
Carrying amounts - 1,283,526

Fair values - 1,267,735

As at 31 December, 2005. the fair values were based on discounted cash flow using a rate based on internal
rate of return of the lessor at 12.0% per annum.

All finance lease obligations were denominated in USD.
28 DEFERRED INCOME TAX
Deferred income tax assets and ltabilities are offset when there is a legally enforceable right 10 offset current

tax assels against current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The
oftset amounts are as foilows:

The Group The Company
2006 2005 2006 2005
RMB 000 RMB’000 RMEBE'000 RME'000
Deferred 1ax assets:
— Deferred tax assels to be
recovercd after more than 12
months (15.887) (72,759 (10,942) {67,814)
— Deferrcd tax asscts 1o be
recovered within |2 months (19,957 (9,791) (19,957} (9.791)
(35,844) (82,550) (30,899) (77.605)
Deferred tax liabilities:
— Deferred tax liabilities to be
settled after more than 12
months 873,003 719,670 79,396 36,769
837,249 637,120 48,497 (40,836)

—49 -




il X ALiNA7A A A

A LINSRINAALORA BAINE WFANIVASA R ALY RFIN R ILEL RFIWOUIU YL

The gross movement on the deferred tax liabilities/(assets) is as follows:

Beginning of the year

Deferred taxation charged to consolidated profit

and loss account (Note 12}

End of the year

Beginning of the vear

Deferred taxation charged to profit and loss accoumt

End of the year

The Group
2006 2005
RMB'000 RMB’'000
637,120 149,957
200,129 487,163
837,249 637,120

The Company

2006 2005
RMB 000 RMB 000
(40,836) (94,164)
89.333 53,328
48,497 (40.836)

The movement in deferred tax assets and liabilities during the year, without taking into consideration the
offsetting of balances within the same tax jurisdiction, is as follows:

Deferred tax liabilities:

At 1 January, 2005

Charged 1o profit and loss account

At 31 December, 2005

Charged to profit and loss account

At 31 December, 2006

The

The Group Company

Residual Residual

Profits of value value
subsidiaries difference Total difference
RMB'000 RMB'000 RMB'000 RMB'000
244,121 - 244,121 -
438.780 36,769 475,540 36,769
682.901 36,769 719,670 36.769
110,796 42,627 153,423 42,627
793,697 79,396 873.093 79,396
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Deferred tax liabilities mainly relates 1o deferred tax liabilities provided at a fixed rate of 16.5% on the profit

Deferred tax assets:

Interest
element of
finance lease

The Group

Capitalised
dry docking

of overscas subsidiaries which are subject to PRC EIT and payable upon profit remiittance to the Company.

obligations expense Tax losses Total
RMB'000 RMB 000 RMB'000 RMB 000
At 1 January, 2005 (86,345) (7.819} - (94,164)
Charged/{credited) 1o consolidated
profit and loss account 17,197 (638) (4,945) 11,614
At 31 December, 2005 (69,148) (8.457) (4.945) (82,550)
Charged/{credited) to consolidated
profit and loss account 69,148 (2,485 (19.957) 46,706
At 31 December, 2006 - (10,942} (24,902) {35.844)
The Company
Interest
element of Capitalised
finance lease dry docking
obligations expense Tax losses Total
RMB 000 RMB’'000 RMB 000 RMB 000
At 1 January, 2005 (86,345) (7.819) - {94,164)
Charged/(credited) to profit and loss
account 17,197 (638) - 16,559
At 31 December, 2005 {69,148) (8.457) - (77,605)
Charged/(credited) to profit and loss
account 69,148 (2,485) (19,957) 46,706
At 31 December, 2006 - (10,942) (19.957) (30,899)

Deferred tax assets are recognised for tax losses carry forward to the extent that the realisation of the related

tax benefit through the future taxable profit is probable. The tax loss of the Company approximately
RMB 133,048,000 (2005: Nil) has five-year expiry dates. The tax loss of a subsidiary approximately RMB28,257,000
(2005: RMB28,257,000) has no expiry dates.
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TRADE AND NOTES PAYABLES

Trade payables
— Fellow subsidiaries
— Others

Notes payables

The ageing analysis of the trade and notes payables is as foltows:

I to 3 months
4 to 6 months
7 to 9 months

Trade payables
— Subsidiaries
— Fellow subsidiaries
— Qthers

Notes payables

The ageing analysis of the trade and notes payables is as follows:

| to 3 months
4 to 6 months
7 to 9 months
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The Group

As at 31 December
2006 2005
RMB'000 RMB'000
259.834 467,858
1,945,221 2,281,554
2,205,055 2,749,412
- 10,000
2,205.055 2,759,412

The Group

As at 31 December
2006 2005
RMB 000 RMB’000
2,132,189 1.954,087
45,774 697,283
27,092 108.042
2.205,055 2,759,412

The Company

As at 31 December
2006 2005
RMB'000 RMB 000
466,979 428,404
362,793 1,323,755
288,431 22,244
1.118,203 1,774,403
80,000 26,000
1.198,203 1,800.403

The Company

As at 31 December
2006 2005
RMB'000 RMEB 000
1,039,059 1,661,288
106,545 139.115
52.599 -
1,198,203 1.800,403
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APPENDIA 1

30.

The carrying amounts of the trade and notes payables approximate their fair value.

The carrying amounts of the trade and notes payables are denominated in the following currencies:

The Group

As at 31 December

The Company
As at 31 December

2006 2005 2006 2005
RMB'000 RMB'000 RMB’'000 RMB’'000
RMB 841.803 639,622 297,226 127.622
HKD 56,075 50.430 - -
uspD 1,150,148 1,931.201 885,568 1,630,921
Other currencies 157,029 138,159 15.409 41,860
2,205,055 2,759,412 1,198.203 1,800,403
NOTES TO THE CONSOLIDATED CASH FLOW STATEMENTS
{a)  Reconciliation of Profit before Income Tax to Net Cash Generated from Operations:
2006 2005
RMB 000 RMB'000
Profit before income tax 1.142,561 4,309,263
Depreciation 1,183,488 875.619
Amortisation of land wse rights 330 232
Share of profit of an associated company (6.529) (5,960}
Interest expensc 238,876 138,753
Interest income (74,849 (84,801)
(Reversal of)y/provision for impairment of receivables (16,109) 6.211
Finance charge of finance leasc obligations 295,123 288,520
Loss on disposal of fixed assets (See below) 11,645 5.034
Operating profit before working capital changes 2,774,536 5,532,871
Increase in bunkers (82.655) (303,029)
Decrease/(increase) in trade and notes receivables 654,496 (695,725)
Decrease in prepayments and other receivables 33,659 184,334
(Decrease)/increase in trade and notes payables (577,162) 618,634
Increase/(decreasc) in accruals and other payables 172,832 (32,867)
Net cash generated from operations 2,975,706 5,304,218
In the cash flow statement, proceeds from disposal of fixed assets comprise:
2006 2005
RMB'000 RMB'000
Net book amount {Note 16) 27,161 5.911
Loss on disposal of fixed assets (Note 8) {11,645) {5.034)
Proceeds from disposal of fixed assets 15516 377
(b) Significant Non-cash Transactions

During the year ended 31 December, 2006, the Group entered into finance lease arrangements in respect

of assets with a total capital value at the inception of the leases of RMB296,684,000 (2005:
RMB1,353.002,000).
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(¢}  Acquisition of a Subsidiary Company

On 27 August. 2006, China Shipping Container Lines (Hong Kong) Co.. Ltd. (“CSHK™. a
wholly-owned subsidiary of the Company entered into a Share Purchase Agrecment with China Shipping
Agency Logistics (Oversea) Co., Limited, Rich Shipping Agency Co., Ltd. and China Shipping {Heng Kong)
Agency Co., Lid, which are all fellow subsidiartes of the Group, 1o acquire the net assets of Universal Shipping
{Asia) Co., Lid. ("Universal Shipping”) at a consideration of RMBE0,141,000.

Universal Shipping is ecngaged in provision of shipping services in the PRC, Particulars of the assets and
liabilities acquired are as follows:

Fair value Carrying amount

RME 000 RME'Q00

Properly, plant and equipment 2.785 2,785

Trade receivables, prepayments and other receivables 79.740 79,740

Cash and cash equivalents 1,613 1,613

Trade payables, accruals and other payables (37,023) (37,023)

Deferred tax liability (1200 (120)
Net nssets acquired 46,995
Goodwill on acquisition 33,146
Purchase consideration settled in cash 80,141
Cash and cash equivalents acquired (1.613)
l Cash outflow on acquisition 78.528

31 COMMITMENTS
(a} Capital Commitments

As at 31 December, 2006 and 2005, the Group and the Company had the following significant capital
commitments which were not provided for in the balance sheets:

The Group

As at 31 December
2006 2005
RMB'G00 RMB 000

Contracted but not provided for:

— Vessels under construction 4,100,999 4,315,787
— Purchase of containers - 160,036
4,100,999 4,475,823

The Company
As at 31 December

2006 2005
RMB'000 RMB 000

Contracted but not provided for:
— Vessels under construction 3,569,969 4,018,445
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(b) Purchase Commitments

As at 31 December. 2006 and 2005, the Group had the following significant purchase commitments of
bunkers which were not provided for in the balance sheets:

The Group
As at 31 December
2006 2005
RMB’G00 RMB 000
Contracted but not provided for:
— Purchase of bunkers 1,754,165 415914

(¢} Other Commitments

As a1 31 December, 2006 and 20035, the Group and the Company had the following significant
commitments which were not previded for in the balance sheets:

The Group
As at 31 December
2006 2005
RMB'000 RMB'000
Contracted but not provided for:
~ Investment - 111,100

The Company
As at 31 December

2006 2005
RMB 000 RMB’000

Contracted but not provided for:
— Investment - 100,000

{d) Lease Commitments

As at 31 December, 2006 and 2005, the Group and the Company had future aggregate minimum lease
paymenis under non-cancelable operating Jeases as follows:

The Group
As at 31 December
2006 2005
RMB'000 RMB'000
Land and buildings:
— Within one year 44,339 41385
— In the second to fifth year 62,835 88.436
— After fifth year 4,248 12,867
111,422 142,688
Vessels chartered-in and comtainers under operating leases:
-~ Within one year 2,935.592 2,641,580
— In the second to fifth year 6,940,418 5,667,242
- After fifth year 3,825,150 2,838,513
13,701,160 11,147,335
13,812,582 11,290,023
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Land and buildings:
- Within one year
- In the second to fifth year
- After fifth year

Vessels chartered-in and containers under operating leases:
- Within one year
— In the second 1o fifth year
— Afer fifth year

32 FUTURE OPERATING LEASE ARRANGEMENTS

The Company
As at 31 December

2006 2005
RMB'000 RMB'000
6,420 3,675
19,828 22,701
3,639 11,351
26,887 39,727
243,624 283,861
338.940 592,910
- 41,206
582.564 317,977
612.451 957,704

As at 31 December. 2006 and 2005, the Group and the Company had future aggregate minimum lease receipts

under non-cancellable operating leases as following:

Vesscls chartered-out under operating leases:
— Within one year
- In the second to fifth year

Vessels chartered-out under operating leases:
— Within one year
~ In the second to fifth year

3 CONTINGENT LIABILITIES

The Group
As at 31 December
2006 2005
RMB 000 RMB 000
49,960 105,644
27,850 7,722
77,810 113,366

The Company
As at 31 December

2006 2005
RMB'000 RMB'000
929,088 1,504,449
1,979,036 4,171,37t
2,908,124 5.675,820

As al 31 December, 2006. the Group and the Company have no significant contingent liabilities.

— 56 -



APPENDIX 1 FINANCIAL INFORMATION ON THE GROUP

34  SIGNIFICANT RELATED-PARTY TRANSACTIONS

The Group is part of a larger group of companics under China Shipping (Group) Company (incorporated in the
PRC) and has extensive transactions and relationships with members of the China Shipping (Group) Company. China
Shipping {Group) Company itself is a state-owned enterprise and is controlled by the PRC government. Neither of
them produces accounts for public use.

As the Group is controlled by China Shipping (Group) Company, it is considered to be indirectly controlled
by the PRC government, which controls a substantial number of eatities in the PRC. In accordance with HKAS 24
“Related Party Disclosure”. state-owned enterprises and their subsidiaries, other than China Shipping (Group)
Company and its subsidiaries, directly or indirectly controlled by the PRC Governmem are also deemed as related
parties of the Group (“other state-owned enterprises”™). For purpose of related party transactions disclosure, the Group
has in place procedures to assist the identification of the immediate ownership structure of its custemers and suppliers
as to whether they are state-owned enterprises. Many stale-owned enterprises have multi-layered corporate structure
and the ownership structures change over time as a result of transfers and privatisation programs. Nevertheless,
management believes that meaningful information relative to related-party transactions has been adequately
disclosed.

In addition to the related party information shown elsewhere in the accounts (Note 16 and Note 30), the
following is a summary of significant rclated party transactions entered into in the ordinary course of business
between the Group and its related parties. including other state-owned enterprises, during the years and balances
arising from related party transactions for the year ended 31 December, 2006 and 31 December, 2005.

(a}  During the year, for the purpose of this report, the directors are of the view that the following companies
are related parties of the Group:

Relationship with

Name the Group
China Shipping (Group) Company Ultimate holding company
Rich Shipping Co., Ltd. Fellow subsidiary
Shanghai Marine Transport {Group) Co., Lid. Fellow subsidiary
Guangzhou Marine Transport (Group) Co., Lid. Fellow subsidiary
Dalian Marine Transport {Group) Company Fellow subsidiary
China Shipping Development Co., Ltd. Fellow subsidiary
China Shipping Passenger Liner Co., Ltd. Fellow subsidiary
China Shipping (Hainan) Haisheng Shipping and Eaterprise Co., Lid. Fellow subsidiary
Shanghai Inchon International Ferry Co., Ltd. Fellow subsidiary
China Shipping Terminal Development Co., Ltd, Fellow subsidiary
China Shipping Logistics Co.. Ltd. Fellow subsidiary
China Shipping Agency Co., Lud, Fellow subsidiary
China Shipping Air Cargo Co., Lid. Fellow subsidiary
China Shipping Industry Co., Lid. Fellow subsidiary
China Shipping Investment Co., Ltd. Fellow subsidiary
China Shipping International Trading Co., Ltd. Fellow subsidiary
China Shipping Telecommunications Co., Ltd. Fellow subsidiary
Dong Fang I[nternatienal Investment Co., Ltd. Fellow subsidiary
China Shipping Regional Holdings Pte Ltd. Fellow subsidiary
China Shipping Agency (Australia) Co., Ltd. Fellow subsidiary
China Shipping Japan Co., Ltd. Fellow subsidiary
China Shipping Agency (Korea) Co., Lid. Fellow subsidiary
China Shipping (Europe) Holding GmbH Fellow subsidiary
China Shipping Suppliers Co., Ltd. Fellow subsidiary
China Shipping (Hongkong) Heldings Co., Ltd. Fellow subsidiary
China Shipping (North America) Holding Co., Ltd. Fellow subsidiary
China Shipping (North America) Agency Co..Inc. Fellow subsidiary
China Shipping (Malaysia) Agency Sdn. Bhd. Fellow subsidiary
China Shipping (Argentina) Agency S.A. Fellow subsidiary
China Shipping (Brazil) Agency 5.A. Fellow subsidiary
China Shipping Egypt Co, Lid. Fellow subsidiary
West Basin Container Terminals L.1LC, Related company

Same as disclosed elsewhere in the accounts {(Nore 16 and Note 30), the Group had the following
transactions and balances with related parties, which in the opinion of the directors, were carried out in
the erdinary course of the Group’s business.
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(b)  The following significant transactions were carried out with related parties:

2006 2005
Notes RMB 000 RMB 000
Transactions with fellow subsidiarics
Revenue:
Information technology services (i) 42,213 25,825
Lease of conlainers (i} 854 4,785
Liner services (i) 1,661,158 941.774
Lease of vessels (i) 7.592 1,273
Compensation income (Note 7(i}) - 99 331
Expense:
Agency managemeni services (i) 13,696 14,705
Interest element of finance lease
obligations in connection with lease
of comainers (if) 149,009 213,254
Lease of conlainers {ii) 67.682 -~
Lease of chassis (i) 39,400 19,797
Lease of properties {ii) 10,922 11,902
Cargo and lincr agency services {i) 406,352 208.924
Container management services {i) 751,920 790,380
Time charter services (i) 232,650 288,188
Bareboat charter services i) 76.795 56,769
Ship repair services (i) 58,560 54,780
Supply of fresh water, vessel fuel,
lubricants, spare parts and other
materials (i} 474,523 346,144
Depot services {i} 30,541 19,075
Information technology services (i} 27.083 27,755
Provision of motor vehicles (i) 952 2,718
Provision of crew members (i) 121,244 140,450
Loading and unleading services (i) 875,888 693,601
Sub-route services (i) 164,379 101,935
Ground container transport costs (i) 152,151 34,218

(i)  These transactions were conducted in accordance with various master agreements entered
into between the Company and fellow subsidiaries on 10 May, 2004,
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(c)

(ii)  These transactions were conductied in accordance with relevant agreements entered into

between the Company and fellow subsidiaries.

Transactions with other slate-owned

enterprises

Revenue:

Interest income from bank deposits

Expense:

Port charges

Purchase of bunkers and spare parts

[nterest expenscs
Vessel maintenance costs

Ciher transactions:

Progress payment made on construction of

vessels

Balances with related parties

Balances with fellow subsidiaries

Trade receivables (rote (i})
Less: provisions

Trade payables (note (i))
Finance lease obligations (notefii))
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2006 2005
RMB'000 RMB'060
17,737 19,873
2,507,759 3,061,575
451,910 352.229
312,265 223,109
81,277 74,998
1.518,655 3,195,946
2006 2005
RMB 000 RMB 000
1,992,363 2,059,573
(39,771) (61,788)
1,932,592 1,997,785
(259.834) (467.858)
(957,684) (1,283.526)
715,074 246,401
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Notes:

(1) These balances arose from the ordinary course of the Group's business and are unsccured and
interest free.

(ii} The Group has cntered into finance lcase arrangement to lease containers from its fellow
subsidiarics. These balances carry interest at an average rate of 11.6% (2005: 14.8%) per annum
as agreed between both parties.

2006 2005
RMB 000 RMB'000

Balances with other state-owned enterprises
Bank deposits {nore (i}} 1.350,583 1,031.286
Bank loans {note (ii)) 5,064,810 3,821,800
Other payables (note (i) 985,105 752,825

Notes:

(1) Interest of bank deposits is at market rates ranging from 0.72% 10 3.6% per annum (2005:
from 0.72% to 3.6%).

(ii)  As at 3| December, 2006. the bank loans were secured by legal mortgage over certain
container vessels and vessels in construction with net book value of approximately

RMEB4,941,694,000 for the Group {2005: RMB3,842,800,000).

(iit) These balances arose from the ordinary course of the Group's business are unsecured,
interest free and no fixed payment terms.

(d) Key management compensation:

2006 2005

RMB'000 RMRB'000

Salaries and other short-term employee benefits 2,806 4,172
Post employment benefits 1,229 975
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35  PARTICULARS OF SUBSIDIARIES, ASSOCIATED COMPANY AND JOINTLY CONTROLLED
ENTITY

(n)  Subsidiaries

As at 31 December, 2006, the Company has direct and indirect interests in the following subsidiaries:

Issued/fregistered
Date of and fully
incorporation/ Type of paid up share Attributable
Name estahlishment legal entity capital  equity interest  Principal activities
Directly Indirectly
held held

Established and operate in
the PRC

China Shipping Container 3 January, 2003 Limited liability RMB 10,000,000 0% - Cargo and liner ageacy
Lines Dalian Co., Ltd. company

China Shipping Container 26 January, 2003 Limited liability RMB 10,000,000 0% - Cargo and liner agency
Lines Guangzhou Co., Lid. company

China Shipping Container t4 January, 2003 Limited Lability RMB (0,000,000 0% - Cargo and liner agency
Lines Hainan Compuny company
Limited [rore{i}}

China Shipping Container 3 January, 2003 Limited lkabiliny RMB10,000,000 90% - Cargo and liner agency
Lines Qingdao Company company
Limited

China Shipping Comtainer 13 January, 2003 Limited liability =~ RMB71,140,000 0% - Cargo and liner agency
Lines Shanghai Co., Ltd. company

China Shipping Container 15 January, 2003 Limited liabilty ~ RMB10,000.000 W% - Cargo and liner agency
Lines Shenzhen Co., Ltd. company

China Shipping Container 3 January, 2003 Limited liability RMB 10,000,000 0% - Cargo and liner agency
Lines Tianjin Company company
Limited

China Shipping Container 6 January, 2003 Limited liability RMB 10,000,000 90% ~ Cargo and liner agency
Lines Xiamen Co,, Lid. company

China Shipping Container 5 December, 2002 Limited liability RMB18,000,000 90% 4% Domeslic coniainers
(Yangpu) Co., Lad. company shipping cargo sales,

stot booking, container

transportation centre,

transhipment, depot

construction, repair |
leasing, sale and

purchasing containers,

leasing, sales and

purchase of vessels

and contziner related

business
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Name

China Shipping (Yangpu)
Refrigerztion Storage &
Transpeitation Co., Ltd.
{note (i))

Shanghai Puhai Shipping
Co.. Ltd.

China Shipping Container

Lines (Fuzhou) Co., Ltd.

China Shipping Contatner

Lines (Haikou) Co., Ltd.

{note(i))

China Shipping Container

Lines (Jiangse) Co., Lid.

China Shipping Container

Lines Lianyunggang Co.,

Ltd.

Date of
incorporation/ Type of
establishment legat entity

13 December, Limited liability

Hxh company

{9 November, Limited liability
1992 company

20 May, 2003 Limited liability

company

3 November, 2003 Limited liability
company

19 September, Limited ltability
2003 company

12 March, 2003 Limited liability

company
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Issued/registered
and fully

paid up share
capitat

RMB6,000,000

RMB222.911.11

RMB300,000

RMB3,000,000

RMB6,500.000

RMB3.000.000

Altributable
equity interest
Directly Indirectly

Principal activities
held

= Transportation,
placement and storage
of containers,
refrigeration,
warchousing and
storage business, the
examination and repair
of containers and
chassts, leasing,
import and export, and
supply of equipment
and external
technology consulting,
the importations of
generators nsed for
refrigerated containers

4.96% International container
shipping,
transportation of
goods (including
containers) between
ports along with the
mainland domestic
coast and Chang Jiang
{Yangize) River,
construction, repair,
leasing and sales of
containets, vessel
lezses and sales, crew
labour services and
training and other
shipping services,
cargo agency for water
transporiation and
shipping agency
services

81% Cargo and liner ageacy

36% Cargo and liner agency

49.5% Transportalion

81% Cargo and liner agency
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Issued/registered
Date of and fully
incorporation/ Type of paid up share Attributable
Nume establishment legal entity capital  equity interest  Principal activities
Directly Indirectly
held held
China Shipping Container 6 May, 2003 Limized liability RMB500,000 10% 81% Cargo and liner agency
Lines (Qinghuangdzo) Co.. company
Ltd.
China Shipping Contziner 18 Iuly, 2003 Limited liability RMB500.000 - 90.1% Cargo and liner agency
Lines (Rizhao) Co., Lrd. company

China Shipping Container 18 June, 2003 Limited liability RMB7,000.000 43%  49.5% Cargo and liner agency

Lines (Zhejiang) Co., Lid. company

Dandong China Shipping 18 April, 2003 Limited liabkity RMB500.000 = 90.0% Cargo and liner agency
Centainer Lines Co., Lid. company

Dongguan China Shipping 14 May, 2004 Limited hability RMB3500.000 10% 81% Cargo and liner agency
Container Lines Co., Lid. company

Fangchenggang China 6 May, 2003 Limited lability RMB300.000 10% 81% Cargo and liner agency
Shipping Contuiner Lines company
Co., Lid.

Jiangmen China Shipping 21 August, 2003 Limited liability RMB300,000 10% 81% Cargo and liner apency
Container Lines Co., Lid. company

Jinzhou China Shipping 18 March, 2003 Limited liability RMB3500,000 = 90.1% Cargo and liner agency
Container Lines Co., Ltd. company

Quanzhou Chinz Shipping 2 September, 2003  Limited liability RMB500,000 10% 81% Cargo and liner agency
Container Lines Co., Ltd. . company

Shamou Chira Shipping 18 April, 2003 Limited liability RMB500.000 0% B1% Cargo and liner agency
Container Lines Co., Lid. company

Yingkou China Shipping 9 January, 2003 Limited liability RMB,000.000 16% 81% Cargo and liner agency

Cantainer Lines Co., Lid. company

Zhanjiang China Shipping 23 May. 2003 Limited liability RMBS00.000 10% 81% Cargo 2nd liner agency
Contatner Lines Co., Ltd. company

Zhongshan China Shipping 15 May, 2003 Limited liability RMB500,000 10% 81% Cargo and liner agency
Container Lines Co., Ltd. company

Weihai China Shipping 8 September, 2004 Limited liability RMB3,000,000 - 90.1% Cargo and liner agency
Container Lines Co., Lid, tompany

Yantai China Shipping 21 December, Limited liability RMB3,000.000 - 90% Cargo and liner agency
Container Lines Co.. Ltd. 2006 company

Longkou China Shipping 23 February, 2006 Limited Yability RMBS500,000 10% 81% Cargo and liner agency
Container Lines Co., Ltd. COmpany

China Shipping Container 25 April, 2005 Limited Hability RMB5,000000 76.50% 14.18% Cargo and liner agency
Lines Chongging Co.. Lid. company

Changsha China Shipping 13 April, 2005 Limited lizbility RMB5.000.000  76.50%  14.18% Cargo and liner agency
Container Lines Co., Ltd. company
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Name

China Shipping Container
Lines Wuhu Co., Lad.

Nantong China Shipping
Container Lines Co., Lid.

China Shipping Container
Lines Wuhan Ce.. Ltd.

Jivjizng China Shipping
Container Lines Co., Lid.

Zhangjiagang China
Shipping Container Lines
Co., L.

Incorporated and operate
in Hong Kong

China Shipping Container
Lines (Hong Kong) Co..
Lig.

Universal Shipping (Asia)
Co., Lud.

Incorporated in the British
Virgin Islands

China Shipping Container
Lines (Asia) Co., Ltd.

Intercontinental Computer
Ca., Lid.

Yangshan A Shipping
Company Limited

Yangshan B Shipping
Company Limited

Yangshan C Shipping
Company Limited {note
(i)

Yangshan D Shipping
Company Limited fnote
fir))

Date of
incerporation/
establishment

19 March, 2005

21 June, 2005

26 May, 2005

27 April, 2005

1§ March, 2005

3 July, 2002

11 June, 1999

28 October, 2002

8 April. 2003

23 December,
2003

23 December,
2003

23 April, 2004

23 April, 2004

Type of
legal entity

Limited hability
company
Limited lzability
company
Limited liability
company
Limited liability
compzny

Limited liability
company

Limited liability
company

Limited liahility
company

Limited hability
company

Limited liability
company

Limited hiability
company

Limited liability
company

Limited lizbility
company

Limited liabiity
company

Issued/registered
and fully

paid up share
capital

RMB1,500,000

RMB3.000,000

RMB5.000,000

RMB3.000.000

RMB3.000,000

HK$1,000.000

HKSH,000

US$50.000

US550,000

US830.000

U5$50,000

US$50,000

US550.000
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Attribatable
equity interest
Directly Indirectly
held held
7630% 14.18%
63%  2833%
6.50% 14.13%

76.50%  14.18%

63%  28.35%

100% -

- 100%

100% -

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activities

Cargo and liner agency

Cargo and liner agency

Carge and liner agency

Cargo and liner agency

Cargo and liner agency

International container
shipping znd liner
agency

Proviston of shipping
SErvices

Sales, purchase and
lease of vessels

Development of
information
technology systems
and provision of
information
technology services

Owning of vessel

Owning of vessel

Ownring of vessel

Owning of vessel
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Issued/registered
Date of and fully
incorporation/ Type of paid up share Attributable
Name establishment legal entity capital  equity interest  Principal activilies
Directly Indirectly
held held
Incorporated in the
Republic of Cyprus
Arisa Naviganon Company 18 June. 2002 Limited liability CYPL000 - 100%  Owning of vessel
Limited company
Nates:
(i) According to respective Memorandum and Articles of Association, the Company has the power 10

(ii)

{h

{c)

appotnt more than half of the total number of directors of these companies. These companies are
thercfore accounted for as subsidiaries.

Shares of the subsidiaries were charged for certain long term bank loans as at 31 December, 2006 (Note
26).

Associated Company

As of 31 December, 2006, the Group had direct equity interests in the fellowing associated company:

Atirbutable
Date of Type of Place of Registered equity
Name establishment  Jegal entity operation capital interest Principal activities
Established in the PRC
Shanghai HaiXin YuanCang 18 May, 1995  Limited liabiliiy PRC UiS$11,600.000 40% Cargo and liner

Inrernational Logistics
Co., Ltd.

company apency

Jointly Controlled Entity

As of 31 December, 2006. the Group had direct equity interests in the following jeintly controlled entity:

Attributable
Date of Type of Place of Registered equity
Name establishment  legal entity operation capital interest Principal activities
Established in the PRC
China Shipping Yangshan 8 November,  Limited liabitity PRC RMB&4,060,000 50% Placement and ‘
International Container 2006 company storage of 1
Storaged& Transportation containers, ‘
Co., Lud refrigeration,

warehousing and
storage business,
the examination
and repair of
containers and
leasing, loading
and unloading,
and sopply of
equipment and
external
technology
consulting
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36

37

All subsidiaries. associated company and jointly controlled entity are private companies, or if
incorporated or established outside Hong Kong. have substantially the same characteristics as a Hong Kong
incorporated private company.

The English name of certain subsidiaries, the associnted company and the jointly controlled entity
referred to in these accounts represent management’s best efforts at translating the Chinese names of these
companies as no English names have been registered.

EVENTS AFTER THE BALANCE SHEET DATE
(a) Approval of Corporate Bonds

According to the board meeting held on 26 March, 2007, the Company intends to issue of domestic
corporate bonds {“the Bonds™) of an aggregate value of RMBI1.8 billion with maturity of 10 years and fixed
intcrest rate estimated as between 4.1% 1o 4.4% per annum, to all qualified doemestic institutional investors in
the PRC excluding Hong Kong. the Macau Special Administrative Region of the PRC and Taiwan (“Mainland
China™). The net proceeds of the issue of the Bonds are to fund the construction within Mainland China of:
(i) four container vessels (cach with a volume of 4.250TEU). and (ii) eight conlaincr vessels (each with a
vaelume of 8.530 TEU). This proposal is previously approved by a special general mecting held on 28 August
2006 and subsequently by the National Development and Reform Commission of the PRC in notice “Fa Gai
Cai Jin {2007] No.602” in the year 2007.

(b) New Corporate Income Tax Law

On 16 March 2007, the National People’s Congress approved the Corporate Income Tax Law of the
People’s Republic of China {(the new “CIT Law”). The new CIT Law reduces (increases) the corporate income
tax rate for domestic enterprises (foreign invested enterprises) from 33% (15% or 24%) to 25% with effect
from 1 January 2008. The new CIT Law also provides for preferential tax rates, tax incentives for prescribed
industries and activities, grandfathering provisions as well as determination of taxable profit. As at the date
that these accounts are approved for issue. detailed measures concerning these items has yet to be issued by
the State Council. Consequently, the Company is not in a position to assess the impact, if any, to the carrying
value of deferred tax assets and liabilities as at 31 December 2006. The Company will continue to evaluate
the impact as more detailed regulations are announced.

ULTIMATE HOLDING COMPANY

The Directors regard China Shipping (Group) Company. a state-owned enterprise established in the PRC as

being the uvitimate helding company of the Group.
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III STATEMENT OF INDEBTEDNESS

As at the close of business on 30 June 2007, being the latest practicable date for the
purpose of this indebtedness statement prior to the printing of this circular, the Group had
outstanding borrowings of approximately RMB10,324,23%9,000, comprising bank loans of
approximately RMRBS5.248,761,000 (being secured bank loans of approximately
RMB4,022,041,000 and unsecured bank loans of approximately RMB1,226,720,000
respectively), non-current domestic corporate bonds of approximately RMB1,800.000,000 and
finance lease obligations of approximately RMB3,275.478,000.

As at 30 June 2007, the long-term bank loans of the Group were secured by: (i) legal
mortgage over certain coniainers, container vessels and vessels in construction with net book
value of approximately RMB7.000,403,000 of the Group; and (ii} charges over shares of
certain vessels-owning subsidiaries of the Company.

As at 30 June 2007, the domestic corporate bonds were guaranteed by the Bank of China,
Shanghai branch.

The Directors confirm that the Group had no material contingent liabilities as at 30 June
2007.

Save as disclosed above and apart from intra-group liabilities, as at 30 June 2007, the
Group did not have any debt securities issued and outstanding., or authorized/otherwise created
but un-issued, any other term loans (secured, unsecured, guaranteed or not), any other
borrowings or indebtedness in the nature of borrowing including bank overdrafts and liabilities
under acceptance (other than normal trade bills) or acceptance credits or hire purchase
commitments (whether secured/ unsecured, guaranteed or not), any other mortgages and
charges, any other contingent liabilities or guarantees.

The Directors confirm that, from 1 July 2007 to the date of this Circular, the Group has
tepaid bank loans totalling approximately US$5 million and RMB475 million, drawn down
new bank loans totalling approximately US$292 million and has an increased commitment of
approximately US31.088 million in connection with the 80% unpaid contract sum under the
Agreements as referred to in this Circular. Save for the change in debt and capital commitments
stated above, there was no significant change to the Group’s indebtedness, commitments and/or
contingent liabilities.

IV WORKING CAPITAL

After taking into account the available banking/credit facilities. internal resources of the
Group and proceeds from potential issuance of A shares and in the absence of unforeseeable
circumstances, the Directors were of the opinion that the Group had sufficient working capital
to satisfy its present requirements for a period of twelve (12) months from the date of this
Circular.
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V  NO MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse
change in the financial or trading position of the Group since 31 December 2006 (being the
date to which the latest published audited accounts of the Group were made up).

YI FINANCIAL AND TRADING PROSPECTS OF THE GROUP

The Group captured the opportunity when the global container shipping industry was in
its downturn period and purchased new vessels in large quantities and at relatively low cost.
It was during the recovery period of the container shipping industry when these vessels were
put into operation upon compliction of construction, which not only reduced the fixed ship
building cost of the Group, but also ensured the sufficient shipping capacity of the Group to
capture the opportunities presented during the recovery period of the container shipping
industry. The Group’s two indices, percentage of large vessels and average age of the fleet, are
rated at leading positions among iniernational container shipping companies. We believe that
our young and large fleets will be capable of providing quick and highly efficient delivery and
of further reducing the shipping cost per container accordingly.

The Group has actively taken various cost control measures to successfully prevent its
operation from adverse effects resulting from changes of external environment. The Group also
paid close attention to the fluctuations of RMB exchange rate, and settled foreign exchange
payment in a timely manner to reduce the loss from exchange rate fluctuations. In future, the
Group will, when necessary, take proper methods, including future and equivalent hedging
instruments to reduce foreign exchange risks according to its actual needs.

The rapid development of the Group in recent years has broadened its funding channels
and built powerful financing capacity. In particular, the Group was granted several awards as
the most profitable liner shipping company of the world by the relevant foreign industry
associations, and established good image and reputation in the industry and capital market. In
addition to equity funding, the Group also raised funds by issuing corporate bonds, bank loans
and finance lease etc.. The good credit of the Group is helpful in reducing its debt financing
cost. At present, the Group has a gearing ratio much lower than that of comparable companies
in the industry, which built a ideal base for subsequent debt financing.

The Group has been aiming to establish standard finance management system in the long
term, to feedback regularly according to written management advice from auditors and internal
recommendations, and formulate its internal control measures and keep improving its finance

management system,

According to the data from AXSMARINE, as at 1 July 2007, the Group’s shipping
capacity ranked No. 6 within global container liner shipping companies and No. 1 within PRC
container liner shipping companies. Compared with its competitors, we believe that the
Group’s main advantages are excellent brand strength and leading market position, fleets with
large scale and good structure, global marketing networks to provide customers with integrated
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services. quality domestic trade routes with good services and well-established sub-routes,
significantly improving business. effective cost control and experienced management team and

standard and effective corporate governance structure.

Since it was established ten years ago, the Group has been adhering to the principle of
“seizing every opportunity to achieve rapid growth” and is widely recognized in the shipping
industry. Today. the Group has positioned itself on a new starting point to achieve further rapid
development. From the second half of 2007, the world economy is expected to follow the fast
growing trend of the first half of this year. The PRC, as a world manufacturing centre as well
as one of the driving sources of the world economy, is expected to continue growing fast, which

will provide a favorable market and operating environment for container transportation.

The Group will focus on the following aspects:

i.  The Group will continue to reinforce and expand its fteet. The Group wiil order 8
large container vessels, each with a capacity of 13,296 TEU, to further improve its
fleet structure and modernize and expand its fleet size so as to become a first-rate

liner shipping company.

ii.  The Group will continue to optimize overall arrangement of trade lanes, enhance
cooperation with other liner shipping companies and strategically increase
investment in the east coast of the Mediterranean Sea, the Red Sea, East Africa and
the west coast of South America etc.. The Group will also increase its trade route
coverage and frequency to provide better service lo its customers and meet

customers’ requests.

ili. The Group will continue to maintain its domestic quality trade lanes, which have
achieved outstanding performance since their launch in the second half of 2006. In
the future, the Group will continue to enhance investment in the domestic market so

as to foster its leading position therein.

iv. The Group has also set higher standard for all trade lanes, including changing supply
configuration of cargo, soliciting quality clients and increasing the proportion of
long-term clients etc.. With the implementation of such measures, in future. the
Group will endeavour to perform well in stabilizing revenue, increasing profits and

saving costs of trade lanes etc..

v.  In view of the thriving PRC capital market, the Group intends to raise funds via the
A-share market in the PRC in the second half of 2007 for the construction of
container vessels, purchase of assets related to container transportation business,
strengthening of the Company’s working capital base as well as repayment of bank
loans, which will open a new page in the Group’s development.
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1. RESPONSIBILITY STATEMENT

This Circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Company. The Directors collectively and
individually accept full responsibility for the accuracy of the information contained in this
Circular and confirm, having made all reasonable enquiries, that to the best of their knowledge
and belief, there are no other facts the omission of which would make any statement herein

misleading.

2.  DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’ INTERESTS

Certain Directors and Supervisors were granted Rights under the Rights scheme adopted
by the Sharcholders on 12 October 2005 and amended by the Shareholders on 20 June 2006 and
26 June 2007. Details of the Rights scheme are set out in the Company’s circular to
Shareholders dated 26 August 2005 and the amended Rights scheme was produced to the
annual general meetings of the Company held on 20 June 2006 and 26 June 2007. The interests
of such Directors and Supervisors in the underlying H shares of the Company as at the Latest
Practicable Date were as follows:

Number of

underlying Capacity in which % of issued
H shares underlying H shares H share
Name interested in  were held capital

Directors
Huang Xiaowen 2,151,000 Beneficial owner 0.09
(Long position)
Li Shacde 2,182,000 Beneficial owner 0.09
(Long position}
Ma Zehua 981,000 Beneficial owner 0.04
{Long position)
Wang Daxiong 800,000 Beneficial owner 0.03
{Long position)
Xu Hui 700,000 Beneficial owner 0.03
{(Long position)
Yao Zuozhi 700,000 Beneficial owner 0.03
{(Long position)
Zhang Guofa 1,431,000 Beneficial owner 0.06
(Long position)
Zhang Jianhua 800,000 Beneficial owner 0.03
(Long position)
Zhao Hongzhou 1,680,000 Beneficial owner 0.07

(Long position)
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Number of
underlying Capacity in which % of issued
H shares underlying H shares H share
Name interested in were held capital

Supervisors

Wang Xiuping 900,000 Beneficial owner 0.04
(L.ong position)
Tu Shiming .260,000 Beneficial owner 0.01
(Long position)
Chen Decheng 612,000 Beneficial owner 0.03
{Long position)
Yao Guojian 1,600,000 Beneficial owner 0.07

(Long position)

Each of Li Shaode, Zhang Jianhua, Wang Daxiong. Ma Zehua and Zhang Guofa was as
at the Latest Practicable Date the President, a Vice-President, a Vice-President, a Party
secretary and a Vice-President, respectively of China Shipping. which was a company having.
as at the Latest Practicable Date, an interest or short position in the Company’s shares and
underlying shares which would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors,
Supervisors or chief executive(s) of the Company had any iaterests or short positions in the
shares, underlying shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which was required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which any such Directors, Supervisors or chief executive(s) is
taken or deemed to have under such provisions of the SFO) or which was required to be entered
in the register required to be kept by the Company pursuant to Section 352 of the SFO or which
was otherwise required to be notified to the Company and the Stock Exchange pursuant to the
Mode) Code (which shall be deemed to apply to the Supervisors to the same extent as it applies
to the Directors).

3. SERVICE CONTRACTS

Each of the executive Directors has a service contract with the Company for a term of 3
years until terminated by either party with three months’ notice in writing served on the other
side. Under such service contracts, Mr. Li Shaode, Mr. Zhang Guofa, Mr. Huang Xiaowen and
Mr. Zhao Hongzhou is entitled to an annual fee of RMB970,000 (equivalent to approximately
HK$932,692), RMB770,000 (equivalent to approximately HK$740,385), RMB700,000
{equivalent to approximately HK$673,077) and RMB6&20,000 (equivalent to approximately
HK$596,154) respectively.
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Each of the non-executive Directors has a service contract with the Company for a term
of 3 years until terminated by either party with three months’ notice in writing served on the
other side. Under such service contracts. each of the non-executive Directors, i.e. Mr. Ma
Zehua, Mr. Zhang Jianhua, Mr. Wang Daxiong, Mr. Yao Zuozhi and Mr. Xu Hui, is entitled 1o
an annual fee of RMBI100,000 {(equivalent to approximately HK$96,154).

Each of the independent non-executive Directors has a service contract with the Company
for a term of 3 years until terminated by either party with three months’ notice in writing served
on the other side. Under such service contracts, Mr. Jim Poon (also known as Pan Zhanyuan)
is entitled 10 an annual fee of RMB300.000 (equivalent to approximately HK$288,462), and
each of the other independent non-executive Directors, i.e. Mr. Hu Hanxiang, Mr. Wang Zongxi
and Mr. Shen Kangchen, is entitled to an annual fee of RMBI100,000 (equivalent to
approximately HK$96,154).

Each of the Supervisors has a service contract with the Company for a term of 3 years
until terminated by either party with three months’ notice in writing served on the other side.
Under such service contracts. Mr., Yao Guojian. Mr, Chen Decheng, Mr. Tu Shiming, Mr. Hua
Min, Ms. Pan Yingli and Mr. Wang Xiuping is entitled to an annual fee of RMB420.000
(equivalent to approximately HK3$403,846), RMBI100,000 (equivalent to approximately
HK$96,154), RMBI100,000 (equivalent to approximately HK$96.154), RMBI100,000
{equivalent to approximately HKS$96,154). RMBI100,000 (equivalent to approximately
HK$96,154) and RMB360,000 {equivalent to approximately HK$346,154) respectively.

Save as set out above, as at the Latest Practicable Date, none of the Directors or
Supervisors has entered into any service contract with the Company or any of its subsidiaries
which is not expiring or determinable by the Company within one year without any payment
of compensation, other than statutory compensation.

4. DIRECTORS’ COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors or their respective associates has
any interest in a business, which competes or is likely to compete, either directly or indirectly.
with the business of the Group.

5. INTERESTS IN THE GROUP’S ASSETS OR CONTRACTS OR
ARRANGEMENTS SIGNIFICANT TO THE GROUP

As at the Latest Practicable Date, none of the Directors, Supervisors, proposed Directors
or proposed Supervisors had any direct or indirect interest in any assets which have been, since
31 December 2006 (being the date to which the latest published audited accounts of the
Company were made up), acquired or disposed of by or leased to any member of the Group,
or are proposed to be acquired or disposed of by or leased to any member of the Group.

As at the Latest Practicable Date, none of the Directors or Supervisors was materially
interested in any contract or arrangement, subsisting at the date of this Circular, which is
significant in relation to the business of the Group.
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6. SHAREHOLDINGS OF SUBSTANTIAL SHAREHOLDERS WITH NOTIFIABLE
INTERESTS

As at the Latest Practicable Date, so far as the Directors or chief executive(s) of the
Company are aware, the following persons (other than a Director, Supervisor or chief executive
of the Company) had interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO:

Number of Percentage in
shares/ the relevant  Percentage in
Class of underlying class of share total share
Name of shareholder  shares shares held Capacity capital capital
China Shipping (Group)  Domestic 3,610.000,000 Beneficial owner 100% 59.87%
Company shares {Long position)
Li Ka-Shing H shares 365,637,000 1nterest of controlled 15.11% 6.06%
{Long position)  corporation and
founder of a
discretionary trust
Li Ka-Shing Unity H shares 365,637,000 Trustee and 15.11% 6.06%
Trusteorp Limited (Long position)  beneficiary of a
trusi
Li Ka-Shing Unity H shares 365,637,000 Trustee and 15.11% 6.06%
Trustee Corporation (Long position)  beneficiary of a
Limited trust
Cheung Kong (Holdings) H shares 362,637.000 Interest of controlled 14.99% 6.01%
Limited {Long position)  corporation
Li Ka-Shing Unity H shares 362,637,000 Trusiee 14.99% 6.01%
Trustee Company {Long position)
Limited
Hutchison [nternational  H shares 241,758.000 Beneficial owner 9.99% 4101%
Limited (Long position)
Hutchison Whampoa H shares 241,758,000 Interest of controlled 9.99% 4.01%
Limited (Long position)  corporation
Baring Asset H shares 223,897,000 Investment manager 9.25% 3IN%

Management Limited

(Long position}
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Number of Percentage in

shares/ the relevant

Class of underlying class of share

Name of shareholder  shares shares held Capacity capital

Northern Trust Fiduciary H shares 184,809,000 Trustee 7.64%
Services {Ireland) {Long position)

Limited
Citigroup Inc. H shares 149,844,680 Interest of controlled 6.19%

{Long position}  corporation, person  {Long pasition)
having a security

91,132,000 interest tn shares 377

{Short position) and custodian {Short position)

33,079,000 corporationd L37%

(Lending Pool) approved lending (Lending Pool)
agent

Percentage in
total share
capital

3.06%

2.48%
(Long position)

1.51%
(Short position)
0.55%
{Lending Pool)

Save as disclosed above and so far as the Directors or chief executive(s) of the Company
are aware, as at the Latest Practicable Date, no other person had interests or short positions in
the shares or underlying shares of the Company which would fall to be disclosed to the
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or who was, directly or indirectly, interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general meetings of the

Company.

As at the Latest Practicable Date, so far as the Directors or chief executive(s) are aware,
each of the following persons, not being: (i) a Director. Supervisor or chief executive of the

Company; or (i1) a member of the Group, were directly or indirectly interested in 10% or more

of the nominal value of any class of share capital carrying rights to vote in all circumstances

at general meetings of any other member of the Group:

Name of subsidiary Name of shareholder
{See Note) (See Note)
China Shipping Container Lines China Shipping Group
Dailian Co., Ltd. Investment Co. Ltd.
(P ELEHEHAEARLR) (F R AR A)
China Shipping Container Lines China Shipping Group
Guangzhou Co., Ltd. Investment Co. Ltd.
(o i A% 46 48 UG B NCH B2 RDD (4 5 202 B0 £ B 47 BR 22 /)
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Name of subsidiary
{See Note)

China Shipping Container Lines
Hainan Company Limited

(e i 312 2 T R W 38 T AT R RD)

China Shipping Container Lines
Qingdao Company Limited
(o i 4L 5% 4 B 4G BT LS AT IR 2 FDD

China Shipping Container Lines
Shanghai Co., Ltd.
(7P 33 42 %& 41 HE 4 E 38 A7 BR 22 H])

China Shipping Container Lines
Shenzhen Co., Ltd.
(b vy A 4 0T 0 0 VR 21 A R 2 FD)

China Shipping Container Lines
Tianjin Company Limited

(R LR AT K IR R 2 T

China Shipping Container Lines
Xiamen Co., Lid.

(H 38 415 46 403 38 63 57 M 47 IR 22 7)

China Shipping (Yangpu)
Refrigeration Storage &
Transportation Co., Ltd.

(hig (Fui) W BBTAERLAE)

Name of shareholder
{See Note)

(i) China Shipping Group
Investment Co. Ltd.
(i REREBRRLFD

(i1} China Shipping Agency
Co., Lid.

(o i B B O PR 2 =)D

(iit} China Shipping Hainan
Logistics Co., Ltd.
(TEBHEYIRATRLFD

China Shipping Group
Investment Co. Ltd.
(P EIRETRLA)

China Shipping Group
Investment Co. Litd.
(b i S AR X5 A R 22 F])

China Shipping Group
Investment Co. Ltd.
(4 it 452 4R A0 PR 2 |])

China Shipping Group
Investment Co. Ltd.

(P EEEEHRLT)

China Shipping Group
Investment Co. Ltd.
HhEBEEREFERLRD

(i) China Shipping Logistics
Co., Ltd.
(rfr it 43 6] 4 L A7 BR 22 WD)
(ii) Suzhou China Shipping
Containers Lines Storage
and Transportation
Co., Ltd.

Percentage of
shareholding

10%

20%

30%

10%

10%

10%

10%

10%

30%

30%

(Bk M P e R EH R 2 A
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Name of sobsidiary Name of shareholder Percentage of
{See Note) (See Note) shareholding
China Shipping Container Lines China Shipping Agency Co., 10%
{(Haikou) Co., Ltd. Lid.
(B mERBENERAA (PEMFREERASE)
Shanghai HaiXin YuanCang (i) Bermuda YuanCang 40%
International Logistics Co., Ltd. International Co., Ltd.
(b 8 o6 B B BR 4D AT R 2 AD) (R EH ARG
15 BB 2 71)
(ii) Shanghai YiHua 20%
Enterprises Company
(AR EA LR

Note: The English names of certain companies referred herein represent management’s best efforts at
translating the Chinese names of these companies as no English names have been registered.

Save as disclosed above and so far as the Directors or chief executive(s) of the Company
are aware, as at the Latest Practicable Date. no other person, not being: (i) a Director,
Supervisor or chief executive of the Company; or {ii) a member of the Group, were directly or
indirectly interested in 10% or more of the nominal value of any class of share capital carrying

rights to vote in all circumstances at general meetings of any other member of the Group.
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7. MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of

business) were entered into by member(s) of the Group within the two years immediately

preceding the date of this Circular and up to the Latest Practicable Date and which are or may

be maternial:

Summary of principal

Date Title Parties contents

§ August 2007 Eight (8) The Company, as Designing, building,
ship purchaser launching, equiping,
building Samsung Heavy completing, sale and
conlracts Industries Co., Lid., purchase of eight (8)

as vendor container vessels

20 November 2006  Seven {7)
acquisition

Shanghai Puhai Shipping  Sale and purchase of
Co., Lid.

(L i i A AR
R LA, s

purchaser

seven (7) container

agreements vessels

Guangzhou Maritime
Transport (Group)
Co., Ltd.
(18 40 ¥ SHE (4R )
A7 B 4 ¥]), as seller
25 October 2006 Establishment of a joint

Joint venture  The Company China

agreement Shipping Logistics venture company,

Co., Ltd. Shanghai China

(e o 41 B0 B i Shipping YangShan

FTRATED International Container
China Shipping Logistics ~ Land-Warehousing Co.,

{Overseas) Co., Ltd. L.

(P 1§ P i (3 5h) (L i 4 i 3

RENENCTD) i B 40 5 48 (i

HEBELF), 0
cngage in the
provision of container
storage and various
container related
services
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Consideration

US$1,359.840,000

(equivalent to
approximately

HK$10,633,948,300)

RMB34,760,000

{equivaient to
approximately
HK$52.653,846)

RMB64,000,000

{equivalent 1o
approximately
HK$61,538.462)
being the
proposed
registered capital
of the joint
venture company,
out of which
RMB32,000,000
(equivalent to
approximately
HK$30,769,231)
was coniributed
by the Company
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Summary of principal

Date Title Parties contents Consideration
27 Angust 2006 Share China Shipping Sale and purchase of the  HK$79,766,300
purchase Container Lines (Hong  entire issued share
agreement Kong) Co., Ld. capital of Universal

(2 o 4 4E 58 4 B Shipping (Asia) Co.,

(HEHEIHRSA) Ld (IWBE

as purchaser H R A
China Shipping Logistics

{Overseas) Co., Lid.

(- 8 3 ¢ S

# R 2% 7)), Rich

Shipping Company

Limited (W5 2 Aty 5

W4 F]) and

China Shipping {Hong

Kong) Agency Co.,

Lid (hil (FH)

A A5 (B A R A R
9 June 2006 Head Lease  China Shipping Finance lease of US$371,838,000
Agreement Container Lines {Asia)  containers {equivalent 1o
Co., Ltd. approximately
(P s HK$2,907,773,160)
{5e ) 43 FR 2 ®]),
as lessee

Container Finance
2006-1 Limited, as
lessor

10 Janvary 2006 Four (4) ship The Company, as buyer  Construction of four {4)  US$230.8 million

construction China Ship Building & container vessels {equivalent Lo

agreements  Offshore International approximately
Co., Ltd., and Dalian HK$1,804.9
Ship Building Industry million)

Co., Lid., as sellers
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Summary of principal

Date Title Parties contents Consideration
30 November 2005  Container China Shipping Sale and purchase of U5$10,581,500
purchase Container Lines {Asia)  containers {equivalent to
agreement Co., Ltd. approximately
(e v 402 5 HY LW HK$82.747,330)

(E= 3 ) B2 R,
as purchaser

Dong Fang International
Container
{Lianyungang)
Co., Lid.
(U7 B PR A e 4
CHEL k) A7 R 2 7)),

as seller
31 October 2005 Container China Shipping Sale and purchase of US$20,724,500
purchase Container Lines (Asia)  containers (equivalent to
agreement Co., Lud. approximately
(FPipdE 40 HK$162,065,590)
(ZR ) M4 7],

as purchaser

Dong Fang International
Container
(Lianyungang)
Co.. Ltd.
Ry BB
(HE R A7 B2 5D,

as seller

8. LITIGATION

As at the Latest Practicable Date, no litigation or claim of material importance is known
to the Directors to be pending or threatened against any member of the Group.

9. PROCEDURE FOR DEMANDING A POLL

Pursuant to articles 8.18 to 8.20 of the articles of association of the Company, at any
general meeting, a resolution shall be decided on a show of hands unless a poll is (before or
after any vote by show of hands) demanded:

(1) by the chairman of the meeting;

(2) by at least two Shareholders entitled to vote present in person or by proxy; or
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(3} by one or more Shareholders present in person or by proxy and representing 10% or
more of all shares carrying the right to vote at the meeting.

Unless a poll is so demanded, a declaration by the chairman of the meeting as to whether
a resolution has been passed on a show of hands and an entry to that effect into the minutes
of the meeting shall be conclusive evidence of the fact without requiring proof of the number
or proportion of votes cast in favour of or against such resolution. The demand for a poll may
be withdrawn by the person who makes such demand. A poll demanded on the election of the
chairman of the meeting. or on a question of adjournment of the meeting. shall be taken
forthwith. A poll demanded on any other question shall be taken at such time as the chairman
of the meeting directs, and any business other than that upon which a poll has been demanded
may be proceeded with, pending the taking of the poll. The result of the poll shall be deemed
to be a resolution of the meeting at which the poll was demanded. On a polt taken at the
meeting, a Sharehoider {including proxy) entitled to two or more votes need not cast all his or

her votes in the same way.
10. MISCELLANEQUS

(a) The secretary of the Company is Mr. Ye Yu Mang. Mr. Ye graduated from Shanghai
Maritime University in 1989 with a Masters degree in mechanical engineering and
was the company secretary of China Shipping Development Company Limited from
April 2001 to March 2003.

{b) The qualified accountant of the Company pursuant to Rule 3.24 of the Listing Rules
is Mr. Zhao Xiaoming, who is able to meet all the requirements set out in Rule 3.24
of the Listing Rules (except that he is not a fellow or an associate member of the
HKICPA or a similar body of accountants recognized by the HKICPA for the purpose
of granting exemptions from the examination requirement for membership of the
HKICPA). Pursuant to the conditions of the waiver from the Stock Exchange from
strict compliance with Rule 3.24 of the Listing Rules, the Company has engaged Mr.
Mak Po Lung, a fellow member of the HKICPA, to assist Mr. Zhao Xiaoming during
the period of the waiver, commencing from 1 October 2006 and expiring on: (i) 30
September 2009, being the expiry date of three years commencing from 1 October
2006; or (ii) when the Company fails to fulfill any of the conditions for the said
waiver, whichever is earlier.

(c} The legal address and principal place of business in the PRC of the Company is 27th
Floor, 450 Fu Shan Road, Pudong New District, Shanghai, the PRC. The Hong Kong
H share registrar and transfer office of the Company is Computershare Hong Kong
Investor Services Limited at 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

(d) The English text of this Circular shall prevail over the Chinese text in case of any
inconsistency.
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1. DOCUMENTS FOR INSPECTION

Copies of the following documents are available for inspection during normal business
hours at the Company’s principal place of business in Hong Kong at Level 69, The Center, 99
Queen’s Road Central, Hong Kong for a period of 14 days (excluding Saturdays) from the date
of this Circular:

(i) the articles of association of the Company;

(ii) the service contracts referred to in the paragraph headed “Service Contracts™ in this

Appendix;

(iii) the material contracts referred to in the paragraph headed *Material Contracts™ in

this Appendix;

(iv) the annual reports (incorporating the annual consolidated audited accounts) of the
Group for each of the three financial years ended 31 December 2004, 2005 and
2000;

(v) a copy of the Agreements;

{vi} a copy of China Shipping’s written approval for the Acquisition;

{vii) a copy of each circular issued pursuant to the requirements set out in Chapters 14
and/or 14A of the Listing Rules which have been issued since 31 December 2006
(being the date to which the latest published audited consolidated firnancial

statement of the Group was made up);

(viii)a copy of the Company’s announcement dated 8 August 2007 in relation to the
Agreements; and

(ix) a copy of this Circular.
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China Shipping Container Lines Company Limited’

{A joint stock limited company incorporated in the People’s Republic of China with limited liabilirv)

(Stock Code: 2866)
Unusual Price And Trading Volume Movements

This statement is made at the request of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange™). We have noted today’s increases in the price and trading volume of the shares of
China Shipping Container Lines Company Limited (the “Company”).

Save as disclosed in the Company’s: (a) announcement dated 8 August 2007 regarding the acquisition
of vessels by the Company from Samsung Heavy Industries Co., Ltd.; and (b) announcement dated
9 August 2007 and circular dated 15 August 2007 regarding, among other things, the Company’s
proposed A share issue and proposed bonus issue, we are not aware of any other reasons for such
increases, we confirm that there are no other negotiations or agreements relating to intended
acquisitions or realizations which are discloseable under Rule 13.23 of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”} and we are also not aware of any
other matter discloseable under the general obligation imposed by Rule 13.09 of the Listing Rules,
which is or may be of a price-sensitive nature.

Further announcement(s) will be made and/or circular(s) will be issued, if necessary, pursuant to
the Listing Rules.

Made by the order of the Company, the board of directors of which (the “Board”} individually and
jointly accept responsibility for the accuracy of this statement.

By order of the Board of
China Shipping Container Lines Company Limited
Ye Yumang
Company Secretary

Shanghai, the People’s Republic of China
31 August 2007

The Board as at the date of this announcement comprises of Mr. Li Shaode, Mr. Zhang Guofa, Mr.
Huang Xiaowen and Mr. Zhao Hongzhou, being executive Directors, Mr. Ma Zehua, Mr. Zhang
Jianhua, Mr. Wang Daxiong, Mr. Yao Zuozhi and Mr. Xu Hui, being non-executive Directors, and
Mr. Hu Hanxiang, Mr. Jim Poon (also known as Pan Zhanyuan), Mr. Wang Zongxi and Mr. Shen
Kangchen, being independent non-executive Directors.

* The Company is registered as an oversea company under Part XI of the Companies Ordinance (Chapter 32 of the
Laws of Hong Kong) under its Chinese name and the English name “China Shipping Container Lines Company
Limited”.

AND




